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PREFACE. 



THE writer is spared the task, somewhat common to authors, of offer- 
ing an apology for the addition of another "to the already large 
number of books on the subject," because the literature on the 
subject of trust companies is small in amount, and nearly all of it has 
appeared since the preparation of this work was begun. 
J The present volume is composed of a series of articles which appeared 

in "The Bankers Magazine" of New York during the years 1904 to 1907, 
""' inclusive. When the preparation of the series was begun, in 1903, there 

^ had been published but one treatise on trust companies — Mr. George 

n Cator's monograph on "Trust Companies in the United States," a valu- 

able work, but one which treats the subject briefly and from the academic 
standpoint. The only other writings on the subject consisted of advertis- 
ing booklets published by trust companies^ and a very few magazine arti- 
, cles. In 1904, Mr. Ernest Heaton issued his "The Trust Company Idea 

[ and Its Development," a brief but instructive sketch of the development 

of the institution in the United States, Canada, Australia and elsewhere. 
The following year there appeared Messrs. Kirkbride and Sterrett's excel- 
"> lent work on "The Modern Trust Company," treating the subject at 

length and from the practical standpoint. So far as the writer knows, 
-* these comprise all the general works that have been published on the sub- 

„^^ ject. A number of the financial periodicals publish articles relating to 

^N trust companies from time to time, and many trust companies issue adver- 

p tising booklets containing important information regarding their methods 

of business. But the material at the disposal of one who would make a 
Y study of the trust company from either the historical, academic or prac- 

. tical standpoint is thus far quite limited. The present volume contains the 

^S only attempt yet made, so far as the writer knows, to present an historical 

»y sketch of the development of the American Trust Company. 

The writer is conscious of some defects in the work, and no doubt there 
are other defects of which he is not conscious. The fact already men- 
tioned, that the chapters of the book were originally written as a series of 
articles appearing monthly in a magazine, may account for some peculiari- 
ties of method. The time at the writer's disposal being such as could be 
found when not employed at his regular duties, was not sufficient to enable 
him to finish various parts of the work to his own satisfaction. He has, 
however, taken the greatest pains to insure accuracy in all statements 
made, and has verified much of the contents of the book by personal inter- 
views and by correspondence with numerous trust company officials and 
employees. Recognizing the fact noted in the text of the book that there 
is considerable diversity in methods and practices among different trust 
companies, he has endeavored to make the work fairly representative of 
the most common usages, giving in the chapters on forms and records. 
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samples of those used by a number of different companies. This plan 
made impossible the following out of one complete system of forms and 
records such as a single company uses, a defect which is, in the writer's 
opinion, more than overcome by the advantage to the reader of having 
before him illustrations of the methods of a large number of progressive 
companies. In the endeavor to make the work useful to the greatest num- 
ber of trust companies, the writer has aimed to have it representative of 
the forms and methods of the company, of average size. 

While the writer is alone responsible for all views and statements pre- 
sented, he is under obligation to various gentlemen for information courte- 
ously given. In particular he wishes to acknowledge his indebtedness to 
the officials of the various companies whose forms are used to illustrate the 
hook, for the use of the forms and for information given in response to 
letters; to state officials for information regarding state legislation; to 
W. E. Crittenden for the preparation of the chapter on Title Insurance^ 
to the Old Colony Trust Company of Boston for permission to reprint its 
Rules for Stock Transfers; to E. A. Feasel, Librarian of the Cleveland 
Law Library, for access to the library in the preparation of the chapters 
on trust company laws; to E. E. Newman for suggestions regarding the 
detail work of the Corporations division of the Trust Department; to 
James Borrowman for information regarding the Australian trust com- 
panies; to Frederick Vierling for information regarding the Real Estate 
Department and for permission to print his rules governing stock issues 
and papers required in accepting bond trusts ; to the Franklin Trust Com- 
pany for permission to print its By-laws. Acknowledgment is made in 
foot-notes throughout the book for information due to various authorities 
quoted. 

In preparing the articles for publication in book form, the statistical 
matter in the chapter on the history of the trust company movement, and 
the summary of the state laws (originally published in 1904), and other 
matter, have been brought down to the year 19O8, inclusive. 

CLAY HERRICK. 
Cleveland, O., June, 1909. 
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CHAPTER I. 

HISTORY OF THE TRUST COMPANY MOVEMENT IN THE 

UNITED STATES. 

THE term "tnist company" has not in the past been one whose 
meaning was clearly defined; nor is it at the present day so used 
as to admit of a definition that is both brief and accurate. This 
doubtless results, in part, from the fact that the trust company is an 
institution whose characteristics have gradually developed in accordance 
with the needs of the time and of the community; and in part because 
concerns doing widely different kinds of business have found it of ad- 
vantage to adopt the name "trust company/' and to incorporate under 
the laws governing such companies. Even salary-loan concerns and 
pawnbrokers have made use of the name, and numerous abuses have led 
several of the States to pass laws prohibiting the use of the word "trust" 
in titles, except by direct authority.^ 

Diversity of Trust Company Functions. 

Among the fifteen or sixteen hundred trust companies now (1908) 
existing in the United States, a careful analysis of the business actually 
done would show that the term is applied to corporations whose functions 
vary greatly. Some arc simply banks of deposit and discount; many are 
savings banks; some are safe-deposit companies; some are title-insurance 
or fidelity-insurance companies ; some serve chiefly as fiscal agents for 
corporations, and as registrars, transfer agents, intermediaries in reor- 
ganizations, promoters, etc. ; some devote themselves to the care of estates 
and to services as executors, administrators, guardians, trustees, etc. 
Most companies combine two or more of these classes of functions, while 
a few undertake nearly all of them. In early years the life insurance 
and trust businesses were intimately associated. 

Thus it is evident that in tracing the development of trust companies 
we shall find ourselves treating of institutions which, under the same 
general name, have performed functions of various kinds. Statistics of 
any sort regarding trust companies are difficult to obtain, and none can 
be had which distinguish between the different classes of companies using 
that name. There is no available information showing how many of the 
trust companies are doing a trust business properly so-called, as distin- 
guished from ordinary savings or commercial banking. It is also to be 
observed that some of the functions which are coming to be recognized 
as distinctively those of the trust company have always been carried on 
to some extent by banks. 



1 This was done In New York in 1900. 
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2 TRUST COMPANIES. 

What has been said refers to the use of the term by those who are to 
some degree, at least, conversant with its true or usual meaning. The 
general public is still curiously ignorant of the signification of the name; 
and, incredible as it may seem, many intelligent people even confuse the 
trust company with the "trust." 

A ludicrous instance of this was reported at the meeting of the Ameri- 
can Bankers' Association in 1897. "In response to a request addressed 
to the Secretary of State for each State, for a certified copy of the laws 
relating to trust companies, about half a dozen secretaries transmitted 
copies of the laws regulating, restricting or prohibiting pools, trusts, 
unlawful combinations and conspiracies in restraint of trade. The copies 
of these laws were returned with an explanation that it was the statutes 
relating to trust companies which act as trustee, executor, etc., which 
were desired. In one case, the Attorney-General, to whom the letter was 
referred, replied that he regretted misreading the first letter on the sub- 
ject, but after a thorough search he was convinced that there were no 
statutes of his State relating to trust companies, and that, as far as he 
could learn, there were no trust companies doing business in his State, 
except the Standard Oil Co."* 

Education on the subject has evidently been going on, for the writer 
has had no trouble in getting satisfactory replies from officials of all 
the States. 

In the following pages the writer has aimed to keep in mind, when- 
ever possible, the distinction between the trust company proper and the 
ordinary bank doing business under the name "trust company;" but the 
reader is reminded that, in the statistics particularly, it is not possible to 
follow out the distinction. The reader will also observe that in our day 
the trust company has, in most States, so far entered into the field of 
the ordinary bank, that a proper definition would assign to it both bank- 
ing and trust functions. 

Both the name trust company and the idea of its typical functions 
have been known since early in the nineteenth century. It was not sup- 
posed, however, that these functions were ©f sufficient importance to 
establish a distinct class of companies for their performance, nor did the 
tmst company as an institution attract general attention until well along 
in the last quarter of the century. 

The First Grant of Trust Company Powers. 

The earliest instance of a company chartered with power to perform 
trust business was that of the Farmers' Fire Insurance and Loan Com- 
pany, which was incorporated by the Legislature of New York, Feb- 
ruary 28, 1822.'^ The act states that certain persons "Associated as a 



2 Paper by Ralph Stone on "Statutes of the Several States Relating to Trust 
Companies.** Proceeding's American Bankers' Association, 1897, p. 168. 

3 For the facts stated regrardlng the early history of this company, see Cator; 
"Trust Companies in the United States," pp. 67-72; and Proc. Amer. Bankers' 



Digitized by 



Google 



HISTORY OF TRUST COMPANY MOVEMENT. S 

company under the name of the Farmers' Fire Insurance and Loan Com- 
pany, as well for the purpose of accommodating the citizens of the State 
residing in the country with loans on the security of their property 
(which cannot now be obtained without great difficulty) as to insure 
their buildings and eflfects, and those of other persons, by loss from fire, 
and also for such other useful purposes as are hereafter specified, have 
prayed the Legislature for a charter of incorporation, to be located in 
the City of New York, which it is reasonable to grant." The company 
had an authorized capital of $1,500,000, but was permitted to begin with 
$r)00,000. It was empowered to loan upon farms, houses, factories or 
real estate; but mortgaged property taken on foreclosure could not be 
held longer than five years, on penalty of being forfeited to the people 
of the State. The company was authorized to grant annuities; to insure 
all kinds of property against loss or damage by fire; to purchase and 
hold any stock or foreign debt, or the stock of any corporation. It was 
especially provided that nothing in the act should be so construed as to 
authorise the said corporation to receive any deposit or deposits, or to 
discount any promissory note, bond, due-bill, draft or bill of exchange, 
"nor shall it be so construed as to allow any banking privileges or busi- 
ness whatever." 

Two months later — April 17, 1822 — the same Legislature passed 
another act providing "That the said corporation shall also have au- 
thority to receive and take by deed or devise any effects and property, 
both real and personal, which may be left or conveyed to them in trust; 
and to assume, perform and execute any trust which has been or which 
may be created or declared by any deed or devise as aforesaid ; and the 
said corporation are authorized to receive, take, possess, and stand seized 
of, and to execute any and all such trust or trusts in their corporate 
capacity and name, in the same manner and to the same extent as trustee 
or trustees might or could lawfully do. and no further." 

There appears no reason to question the statement of the company 
that this was the earliest bestowal of such powers upon any corporation 
in the United States. It will be noticed that the powers granted are quite 
as broad as those now usually given to cover trustee work, though the 
language is more concise and less explicit than that contained in most 
modern charters. That the growth of this part of the company's busi- 
ness was rapid is shown by the fact that the insurance business, 
which was looked upon at first as its chief field of operations, soon began 
to be neglected in favor of the trust business. This line of work, once 
established, grew steadily, and it was finally found advisable to give up 
the insurance business altogether. In 18S6 the name was changed to 
the Farmers' Loan and Trust Company. 

Eight years later — in 1880 — another company was established in 



Assn., 1899, pp. 252-3, paper by Francis S. Bangs. That the company performed 
trust functions almost from the beginning la also attested by a letter from the 
Secretary of the company. 
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New York city with practicnlly the same powers. This was the New 
York Life Insurance and Trust Company, whose capital was one million 
dollars^ and which was empowered to write insurance on lives, and to 
execute trusts of every description. For many years after its incorpora- 
tion life insurance was the most important branch of its business, and in 
1903 it still made a feature of annuities. This company "has never had 
accounts such as are carried by commercial or savings banks, its de- 
posits in trust being largely moneys of executors, trustees, associations, 
ctc."^ It declines all corporation business, and administers only private 
trusts. 

It was not long before the trust business took root and vigorously 
developed in New York's old rival, Philadelphia. Strangely enough, 
however, the suggestion of taking up tlie new line of business came not 
from New York, but from the far East. This fact would seem to estab- 
lish that, however successful the experiment may have seemed to the 
F.'irmers' Fire Insurance and Loan Company, it attracted comparatively 
little attention among other concerns in New York, and almost none 
ninety miles nway, in Philadelphia. 

Gathered in the Merchants' Coffee House in Philadelphia — which 
took the place of the business men's club of our day — as early as Decem- 
ber, 1809, a group of prominent philanthropists and financiers of the 
Quaker City had determined upon the incorporation of a company for 
the insurance of lives and the granting of annuities. Three years later, 
on March 10, 1812, the Governor approved the charter, which had been 
granted by the Legislature only after much opposition, and later in the 
same month the company began business with an authorized capital of 
$500,000. It prospered sufficiently to declare its first dividend of four 
per cent, on the capital paid in, on July S, 1815. Its business during 
these early years, and up to 18S6, was correctly described by the title of 
the company — a title which it still retains — ^the Pennsylvania Company 
for Insurance on Lives and Granting Annuities. In 18^9 the attention 
of the officers of the company was attracted to a new line of business. 
"The great success of what in India at this time were called agency houses 
was irresistibly drawing the attention of financiers toward them. These 
were concerns organized to transact business for trustees or individuals, 
to receive moneys on deposit and to administer estates, and the advance- 
ment of the Pennsylvania Company in its chosen work induced its officers 
to desire an expansion in this new direction."' On February 4, 1 8S0, the 
directors appointed a committee to report on the advisability of entering 
on "the receipt of money from persons, and, in consideration thereof, 
carrying out or executing such trusts as the persons giving the money 
should designate." The committee reported in favor of the project, the 
attorneys to whom was referred the legality of the undertaking gave their 



4 Letter from the President of the company. 

5 "Sketch of the Pennsylvania Co. for Insurance on Lives and Granting: An- 
nuities," p. 32. 
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approval, and in January. 1831^ the officers were empowered to go ahead 
with the performance of the new line of work. But for some unexplained 
reason the work was not taken up, and the efforts of those who wished 
to push the matter were not successful until February 25, 1836, when 
the Legislature granted and the Governor approved a supplement to the 
charter, authorizing the company to enter into the business of executing 
trusts. 

The powers granted were: To accept and execute trusts of every 
description; to be appointed trustee, assignee, guardian, committee or 
receiver; to receive moneys or other property, real or personal, in trust 
or on deposit, to accumiJate the interest thereon, or to allow and pay the 
same. 

As trustee, assignee, etc., the company was not required to give bond, 
the company's capital and assets being taken as the security required by 
Jaw. The charter contained a provision that any court which appointed 
ihe company to any trust position might appoint a suitable person to 
investigate the affairs and management of the compan}'^; said person to 
report "The manner in which its investments are made, his opinion of 
the ability and integrity with which the affairs of the company are con- 
ducted; of the prudence and safety of its investments and the security 
(ifForded to those by whom its engagements are held ; the expense of every 
investigation so made shall be defrayed by the said company." The pro- 
vision was also made that the company should pay a reasonable rate of 
interest upon any sums not less thnn one hundred dollars collected in its 
capacity as trustee, assignee, guardian, committee or receiver, and that it 
should accumulate the surplus income of any minor's estate by adding 
interest annually on the whole as a new principal. The power to act as 
executor and administrator was not given until seventeen years later —in 
XS5S. 

Upon the new field of business thus opened to it, the company en- 
tered with vigor, the six years of delay in obtaining the necessary author- 
ity seeming to have prepared the way for a rapid accumulation of trust 
business. "In the course of a few years the trust transactions became 
one of the most profitable as well as most important features of the in- 
stitution, and this feature forms to-day its chief business. The rise of 
the trust department followed the gradual decline of the life-insurance 
branch. The practical relinquishment of this business became an advisa- 
ble policy of the company when the field was occupied by the numerous 
organizations which, in order to meet rising and acute competition, 
adopted methods that could not commend themselves to a corporation, 
having charge of so large a number of trust estates."^ 

During the next month of the same year (March 17, 18S6), a charter 
granting the same trust powers was given to the Girard Life Insurance, 
/Vnmiity and Trust Company. This company also began at once the 



6 "Sketch of the Pennsylvania Co. for Insurance on Lives and Granting An- 
nuities/' op. 37-38. 
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6 TRUST COMPANIES. 

accumulation of trust business, which increased at a satisfactory rate;^ 
although it seems not to have made this business its main feature at first, 
as did the Pennsylvania Company from this time on. 

The year 1836, then, saw in active pursuance of the trust business in 
the United States four companies, two in New York city and two in 
Philadelphia. During the years that immediately followed and down to 
the present time, their business in the trust department, as well as in other 
lines, has steadily grown, and they are among the leading companies of 
to-day. The Pennsylvania Company had, in IS6S, accumulated a surplus 
of profits equal to its original capital of $500,000, and thereupon in- 
creased its capital to $1,000,000, distributing a stock dividend of 100 per 
cent, to its shareholders. In 1869 its business was divided into depart- 
ments — the trust department, the department of insurance on lives and 
granting annuities, and the banking department. But no life insurance 
policies have been written sinc<* 1872, nor any annuities or endowments 
jince 1873. The safe-deposit department was added in 1872, in which 
year also the capital was increased to $2,000,000.® In 189^> the com- 
pany controlled one hundred and thirty-six millions of securities held in 
trust, taken at their par value, and received during the year more than 
a million dollars for rentals.^ On May 28, 1907, it reported a capital 
of $2,000,000, surplus and profits $3,721,404, deposits $17,355,322. The 
amount of funds held in trust, invested and uninvested, was $138,311, 425, 
besides which it held other trusts representing large amounts, not readily 
expressible in exact figures. 

The Girard Company, which on June 22, 1S99, changed its name to 
The Girard Trust Company, reported on May 28, 1907, capital $2,500,- 
000, surplus and profits $9,773,805, deposits $29,976,098. It held trust 
fund^, invested and imin vested, amounting to $76,538,089, and the 
amount of trusts under corporation mortgages and trusts of securities 
held by the company as depositary and trustee for issues of collateral 
trust bonds is given as $253,281,535. 

The Farmers' Loan and Trust Company, of New York, had on Jan- 
uary 1, 1880, accumulated deposits of over $6,000,000. This increased 
to $24,000,000 in 1890, and to $41,500,000 in 1900. The company's 
statement for August 22, 1907, shows capital $1,000,000, undivided 
profits $6,469,185, deposits $81,921,575, total resources $90,104,020. 

The New York Life Insurance and Trust Company had on August 
22, 1907, total resources of $42,240,726: the capital being $1,000,000, 
surplus and profits $4,022,104, deposits in trust $33,712,743, annuity 
fund $2,326,150, life insurance fund $381,504. This company, as 
already stated, has no deposits other than trust deposits. 

Of all the trust companies now in existence, these four were the only 
ones which began business prior to the year 1853. There were, however, 



7 Letter from the trust officer of the company. 

8 Sketch of the Pennsylvania Company, pp. 45, 49, 51, 52, 136, 144. 

9 Cator, p. 75. 
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HISTORY OF TRUST COMPANY MOVEMENT. 7 

a few other compauies incorporated in these early years which have long 
since gone out of business^ and which bore the name of trust companies. 

The Ohio Life Insurance and Trust Company, of Cincinnati, was 
incorporated February 24, 183*, and began business in January of the 
following year.^'^ It had a trust department and a banking department. 
Its powers included the issuance of circulating notes, and the leading 
object of its incorporation seems to have been the supplying of capital 
for the business of the community. For many years the company did 
a large business, though, on account of losses, its dividends were not so 
great as had been hoped. For the first seventeen years they averaged 
not quite six and one-quarter per cent, per annum. Early in 1852 the 
trust department had assets of $2,750,000. In addition the banking 
department had assets of over $1,345,000. The last years of this com- 
pany were filled with troubles over the State tax question, the company 
being called upon for taxes of about $100,000 per year. The failure, 
which occurred August 24, 1857, and which precipitated the panic of 
that year, was attributed by the President of the company to "loans to 
parties unable to respond at this time."*^ 

The passage of the Free Banking Law in New York, in 1838, was 
followed very soon (in July, 1838) by the incorporation of the North 
American Trust and Banking Company, of New York city.^'^ Under 
the law, the company could discount bills and notes and other evidences 
of debt, and loan money on any kind of security, real or personal. The 
company had a brief but strenuous existence. Its capital "in cash, 
bonds and mortgages was between two and three millions of dollars, and 
upon this the directors and managers contracted debts and loans to the 
amount of $18,000,000."^* In January, 1839, the company purchased 
$1,200,000 bonds of the State of Indiana, giving its notes in payment. 
It also bought Ohio State stocks, giving negotiable time certificates of 
deposit. For many years after the faOure of the company the courts 
were occupied with litigation regarding the legality of these transactions, 
and the creditors included many anxious investors on the other side of 
the Atlantic. Another concern that passed like a comet through the 
financial sky of these days was the Kentucky Trust Company, which 
failed in 1854, after a very brief career. It had been chartered with an 
unlimited capital. 

The year 1853 was marked by the incorporation of the first company 
organized in this country to transact exclusively the business of a trust 
company. This was the United States Trust Company, of New York city, 
created by an act of the Legislature April 12, 1853. "Its charter was 
the basis of all special charters of a similar character afterward granted 
in New York, as well as of the general law for the incorporation of trust 



10 Bankers Magazine, July, 1852, Vol. VII, p. 74. 

11 Ibid., September, 1857, Vol. XU. p. 240. 

12 Ibid., November, 1854, Vol. IX, p. 849. 

13 Ibid., November, 1852. Vol. VII, p. 341. 



Digitized by 



Google 



8 TRUST COMPANIES. 

companies^ which was adopted in 1887 and which has terminated the 
granting of special charters for such purposes."^* 

This company has had an important place in financial history during 
its fifty-odd yeHi;^ of life^ and its list of directors and ofiicers has in- 
cluded men of national prominence. During the last two years of the 
Civil War, when the financial problems of the Government were most 
serious^ John A. Stewart, then Secretary of the company, at the earnest 
request of President Lincoln, undertook the work of Assistant Treasurer 
of the United States in the city of New York. Mr. Stewart became 
President of the company in 1865, and served with conspicuous success 
until 1903, when he tendered his resignation. He was succeeded by ex- 
Secretary of the Treasury Lyman J. Gage. 

During its half century of life, the company has paid to those who 
entrusted to it their idle moneys for accumulation more than thirty 
millions of dollars in the way of interest on such funds.^' Its statement 
on July 1, 1907, shows totel resources of $77,711,640; capital $2,000,- 
000; surplus and profits $12,518,709, and deposits in trust $61,455,94-7. 

In 1857 the Merchants' Loan and Trust Company, of Chicago, the 
oldest existing bank in the State of Illinois, was granted a special charter 
by the Legislature of that State. Under this charter the company was 
authorized to do a general trust as well as banking business; but it did 
no trust business until about 1880, and did not make a specialty of such 
business until recent years. Its trust department was organized in 
1901.'« 

There were some other companies with the word "trust" in their 
titles incorporated in Illinois at this time and a little later, but they were 
essentially State banks with a different name. Among these were the 
Chicago Loan and Trust Company, chartered in 1857, and the Real 
Estate Loan and Trust Company. Neither is now in existence. ^^ 

It is thus evident that down to the time of the Civil War the number 
of companies having the word "trust" in their titles was very small, and 
the number that actually undertook the trust business probably did not 
exceed half a dozen. That there were not more trust companies organized 
during this period seems at first thought somewhat remarkable in view 
of the success of the four companies first mentioned, and in view of the 
fact that this period was prolific in the formation of State banks. Presi- 
dent Jackson's successful fight against the second Bank of the United 
States, followed by the removal of the public deposits to "pet banks," 
and the downfall of the Government bank, opened the field for new 
financial institutions. That field was, however, almost wholly for con- 
cerns that issued circulating notes, and this function was evidently not a 
part of the business of insurance companies, which were at that time, as 



14 Fiftieth anniversary circular of the company, 1903, p. 8. 

15 Ibid., p. 7. 

16 Letter from the Secretary of the company. 

17 Cator, p. 19. 
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we have seeii^ the only corporations engaged in the trust business. As 
several recent writers have pointed out, the business of handling deposits^ 
which is now so important to most trust companies^ was then of slight 
consequence as compared with that of note issue. 

Relative Progress of Trust Companies and Savings Banks. 

Another point of interest iii this connection is the relative progress 
of the savings bank and the trust company movements. Each had its 
origin in semi-philanthropic effort (as did also the insurance business)^ 
though doubtless the savings bank movement partook more especially of 
this characteristic. The two classes of institutions were established at 
about the same time, the first savings banks in the United States having 
begun business in 1816— one in Philadelphia and one in Boston. The 
growth of the savings banks^ after the first few years of experiment^ was 
rapid^ and they became an object of public interest almost from the 
start. There were thirty-six savings banks in the country in 1830, with 
deposits of nearly $7,000,000; in 1835, fifty-two banks, with deposits 
of over $10,500,000; in 1850, 108 banks, with deposits of over $48,000,- 
000. In 1885 — about the time that the trust-company movement began 
in some earnest — there were 64f) savings banks, with deposits of $1,095,- 
000,000.^* Trust companies, on the other hand, were established half 
a century before they began to attract general attention, and where known 
at all in the early years the trust business was looked upon as only one 
of the less important functions of insurance companies. For this marked 
difference in the early history of the two classes of institutions, one 
explanation suggests itself which is quite sufficient to account for the 
difference. It is that the savings-bank movement began when the country 
had reached a condition wJherein its heed was felt, while the trust com- 
pany was established in advance of any recognized need. Indeed, as we 
shall see, the conditions which make possible that part of the trust com- 
pany's business which has to do with large enterprises of a corporate 
nature have not existed until within the last two or three decades. 

It will be interesting to get an idea of the way in which the trust 
business was regarded in New York about the middle of the last century. 
In The Bankers Magazine for November, 1854,*' there appeared an 
article on "The Trust Companies of New York." These are given under 
three heads, viz.: 

1. The New York Life Insurance and Trust Company. 

2. The United States Trust Company, of New York. 

3. life Insurance Companies. 

The Farmers' I^an and Trust Company is included with regular life 
insurance companies under the third head. Of the United States Trust 



18 Report of Comptroller of the Currency, 1902, p. 420. 

19 Bankers Magazine, Vol. IX, p. 321. 
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10 TRUST COMPANIES. 

Company^ it is remarked that it does no life-insurance business — only 
"receiving moneys on deposit, and executing trusts." The figures are 
given for the two companies above named^ among the items for the New 
York Life Insurance and Trust Company, being "deposits in trust, trust 
accumulation, life insurance, annuity granted, and receivership account/' 
After a description of the two companies, the article proceeds: "There 
are other companies in the city which, if not strictly termed trust com- 
panies, are yet so in fact, as they are the depositories of funds that will 
not be demanded for a long series of years, and on the solvency and 
stability of whose affairs much depends. We allude to the life insur- 
ance companies." 

Organization op Trust Companies After the Civil War. 

The last year of the Civil War and the years immediately following 
saw a very distinct movement toward the formation of trust companies, 
and marked its spread into new territory. Of the companies now in 
existence over forty began business during the years 1864-1875.^'' How- 
ever, many of these companies were in their early years not trust com- 
panies, but ordinary banks. The States represented were Pennsylvania, 
New York, New Jersey, Maryland, all the New England States except 
Maine, Illinois, Iowa and Georgia. In the eight years following 1865 
about thirty-seven new charters were granted in Pennsylvania; very few 
of them, however, were used.^^ 

The Union Trust Company, of New York, was chartered in 1864 and 
began its work in 1 865 ; as did also The Provident Life and Trust Com- 
pany of Philadelphia, both companies transacting a trust business from 
the beginning.'- The Trust and Deposit Company of Onondaga, at 
Syracuse^ N. Y., began business in 1866, undertaking from the first such 
trust business as was committed to it.^* The year 1867 saw the begin- 
ning of the Safe Deposit and Trust Company, at Pittsburg, Pa., and of 
the Rhode Island Hospital Trust Company, of Providence, R. I. One 
of the leading objects of the organization of the latter was to serve as a 
pecuniary helper to the Rhode Island Hospital, then in its infancy. This 
company, which was modeled in part after the United States Trust Com- 
pany, of New York, was given a threefold character by its charter: 
"First, a bank, with all banking powers except that of issuing a cur- 
rency; second, a savings institution; third, an incorporated executor, ad- 
ministrator and trustee of the estates of decedents and of the living who 
might desire to avail of its services."'** 



20 See dates of organization of the various companies, given In "Trust Com- 
panies of the United States/' published by the U. S. Mortgage and Trust Co.. of 
N. Y. 

21 Cator, p. 16. 

22 Letters from the trust officers of the companies. 

23 Letter from the Secretary of the company. 

24 Circular Issued by the company, giving its history. 
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In 1868 were chartered the Brooklyn (N. Y.) Trust Company, which 
commenced a trust business at once; the Worcester Safe Deposit and 
Trust Company, of Worcester, Mass., which, however, did not accept any 
trust until 1881; and the Hartford (Conn.) Trust Company, which did 
not enter into a trust business until 1899.^' Among other companies 
chartered in New York during the sixties were the New York Guaranty 
and Indemnity Company, 186i; the National Trust Company, 1867, and 
the New York Mercantile and Trust Company, 1868.'^** All three have 
passed out of existence. The Northern Trust Company of Philadelphia 
was established in 1881, transacting trust business from the start.-^ 

Boston now became interested in the movement, and in 1871 the New 
England Trust Company, which had been chartered in 1869, began busi- 
ness, receiving its first trust in May of that year.^^ The Massachusetts 
Trust Company, of Boston, chartered in 1870, also began business in 
1871, but did not engage actively in the trust business until 1887.^" By 
1875, besides other companies in New York, Pennsylvania, Connecticut 
4ind Massachusetts, there had begun business the Camden Safe Deposit 
and Trust Company, of Camden, N. J., which exercised at once its 
powers to act as executor, administrator, guardian, agent, etc.; The 
Connecticut Trust and Safe Deposit Company, of Hartford, which at 
once undertook trust business ;'° and the Illinois Trust and Savings 
Bank, of Chicago, which, though authorized by its charter to accept and 
execute trusts, did not use such authority until 1888."^ 

Meantime during the sixties there had come into being a class of in- 
stitutions whose business is now being taken up very generally by trust 
companies — namely, the safe-deposit companies. The Safe Deposit and 
Trust Company, of Baltimore, Md., was organized in 1864 as a safe- 
deposit company only, its trust business being taken on in 1876.*^ The 
Fidelity Trust Company, of Philadelphia, was established in 3 866 as 
the Fidelity Insurance, Trust and Safe Deposit Company. While this 
company undertook the other lines of business indicated in its title, it 
made a specialty of the safe-deposit business, and claims to be the 
pioneer company in the country in this business.'^^ The Boston Safe 
Deposit and Trust Company was organized in 1867 as a safe deposit 
company only; its name being changed and trust functions added in 
1874 and 1877. The Bankers Magazine for October, 1866,^' mentions 
the recent organization of the Safe Deposit Company, of New York, 
which by its charter was restricted to the safe-keeping of valuables. 



25 Letters from officers of the comi>anies. 

26 Bankers Magazine, Vol. XXIX, p. 678. 

27 Letter from the Treasurer of the company. 

28 Letter from the trust officer of the company. 

29 Letter from the Secretary of the company. 
80 Letter from the Secretary of the company. 

31 Letter from the Vice-President of the company. 
82 Letter from the Vice-President of the company. 
33 Bankers Magazine, Vol. XXI, p. 316. 
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The renter of the safe exclusively held the key. Rents for the safes 
were $20, $30, $35, $40 and $45 per annum. The article says: "A 
similar company has been formed at Philadelphia and Cincinnati, and 
others are proposed in large cities." The same magazine in September, 
1871, stated that there were many such companies in New York, Bos- 
ton, Philadelphia, Hartford, Chicago "and other cities." The other 
cities must have included Baltimore and Cincinnati. It mentions the 
Chicago Fidelity Safe Depository, just established, with which was to 
be associated the Guarantee and Investment Association. The latter 
had a fiduciary and an executive department, and handled the "manage- 
ment of estates and executory trusts."** Hardly had the company been 
started when the great Chicago fire occurred. Its vaults were un- 
harmed, and there was "not a paper scorched, or wax melted."'* In a 
list of Hye concerns doing this business in New York city are included 
the National Park Bank vaults, and the firm of Ball, Black & Co., 
jewelers. The arrangements of one of the Philadelphia companies are 
described, and they show that this business was conducted in most par- 
ticulars as it is now, but with more red tape. Accommodations were 
made for ladies, in some of these companies. Doubtless the organiza- 
tion of safe-deposit companies afforded great reli^ to the banks, which 
(as is the case still in some communities) did a great deal of safe-deposit 
work gratuitously. In 1873 The Bankers Magazine referred to the 
"habit of leaving bonds, etc., for safe-keeping in the vaults of banks," 
and added that "a bank is never paid" for such services.*® This is not 
the only function of the modern trust company that the old-time bank 
used to perform without charge, and also without legal responsibility.*^ 

Fheedman's Savings and Trus? Company. 

An account of the companies doing business during this period would 
be incomplete without reference to the Freedman's Savings and Trust 
Company, although this was a savings bank rather than a trust company. 
This institution was established through the efforts of Charles Sumner 
and others, in 1865, as a measure of philanthropy to aid the negroes in 
accumulating property for support in their newly-gained state of free- 
dom. For some years its business prospered greatly, and thirty branches 
were established in the Southern States. In 1 870 its charter was amended 
so as to loosen the restrictions on its investments ; and this action, together 
with the panic of 1873, proved disastrous. The company became in- 



34 Ibid., Vol. XXVI, pp. 161 to 164. 
85 IWd., Vol. XXVI, p. 632. 

36 Ibid.. Vol. XXVII, p. 871. 

37 In 1876 a decision rendered by Justice Allen stated tha>t National banks 
are not authorized to receive articles for safe^keepineTt and cannot be held re- 
sponsible for same. Bankers Magazine, Vol. XXX. pp. 222-229. For an able dis- 
cussion of other trust company functions undertaken by national banks with- 
out legal authority, see Mr. Breckenridge JFones' paper on "The Trust Company — 
A Necessity," in Proceedings Trust Com^ny Section, A. B. A., 1908. 
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solvent in July, 1874, and its failure was the source of great distress 
among the poor negroes who had trusted the institution fathered hy 'the 
Government. The depositors numbered 72,000, scattered over thirteen 
States. The liabilities at the time of failure were $8,087,560; the 
amount paid creditors, after a delay of several years, finally amounted 
to sixty-two per cent, of their claims.** 

Comptroller Knox's Criticism of Some of the Trust Companies. 

Among other companies that suspended during the panic of 1873 
were the Brooklyn Trust Company, the Union Trust Company, the 
National Trust Company, and the Warehouse Security Company, of 
New York.*® The loose methods pursued by many financial institutions, 
and the craze for speculation and money-getting, which were largely 
responsible for the panic, called the attention of the Comptroller of the 
Currency to the different kinds of banking organizations. Among these 
the trust companies did not escape his attention. In his report for 
1873-74 the Comptroller (Hon. John J. Knox) says:** "Trust and loan 
companies arc usually organized, by special State statutes, in the large 
cities. Their capitals, deposits and business are quite large in amount 
Reports are not reqifired, and inadequate when given. For instance, 
one of the largest of these institutions has published but one report in 
the year, and that report contains only a statement of its assets, without 
any mention of the amount due to its depositors, or of any of its liabilities. 
The Bank Superintendent of New York, in reply to an inquiry in refer- 
ence to these institutions, says (under the date of July 31, 1873): 'The 
trust companies of New York are peculiarly situated. Some are under 
the control of the Comptroller of the State; but the great majority of 
t]iem are under no sort of supervision. * ♦ * This class of corpora- 
tions has multiplied rapidly during the last few years. * * * j am 
not able to furnish a copy of the charter of any of these companies.' " 
The Comptroller adds that he had received some reports from trust 
companies, but not enough to publish without making the report "de- 
lusive." He had better fortune the following year, and statistics of trust 
companies are found in the reports from 1875 on. In his report of 
1875-76, the Comptroller says that the reports from Philadelphia were 
furnished cheerfully by the officers of the companies, "although they ex- 
pressed doubt whether tliey could properly be classed as banking institu- 
tions."*^ If they are living now their doubts are probably removed. 
The Comptroller also says: "Several of the companies state that they 
hold very large values, amounting to many millions, in trust, which are 



38 Bankers Magazine. Vol. XXIX. p. 986. and Vol. XLII, p. 909; Keye«: His- 
tory of the Savings Banks of the United States, Vol. II, pp. 55S et seq. 

39 "Commercial and Financial Chronicle," July 26 and Aug. 30, 1873. Report 
of U. S, Comptroller, 1873, p. 90. 

40 Page XUII. 

41 Page LX. 



Digitized by 



Google 



14. TRUST COMPANIES. 

not the property of the compauies^ and are not, therefore, returned by 
them as deposits proper." The same thing is true to-day, and for this 
reason statistics of trust companies do not convey a correct idea of the 
amount of property actually under their control. 

Proposed Public Supervision of the Companies. 

Agitation to bring the trust companies under some sort of supervision 
was going on at this time in several States. The Bank Commissioners 
of Connecticut, in their report for 1872, recommended that instead of 
the annual returns to the Commissioners then required, there be quar- 
terly reports, and that same be published in the newspapers.** Such a 
law was enacted in 1872.*^ Connecticut had five trust companies at the 
beginning of that year. 

The Superintendent of Banking of New York, in his report of De- 
cember, 1873, recommended that the trust companies be brought under 
stricter State supervision. At this time some of them were under no- 
supervision at all, while some reported either to the State Comptroller, 
the Superintendent, or to a Judge of the Supreme Court.** The Super- 
intendent's recommendation was adopted, and the companies were brought 
under his supervision in 1874. 

Competition Between Trust Companibs and Banks. 

Evidences that trust companies were now beginning to attract some 
attention from the general public, and to cause considerable uneasiness 
among other classes of bankers, is found also in the increasing number 
of comments upon them in the financial papers as well as in the Reports^ 
of the Comptroller of the Currency. In The Bankers Magazine for 
January, 1874,**^ is found this statement regarding "Trust and Loan 
Companies": "They were intended as repositories for trust funds, for 
the accumulation of deposits to be loaned on mortgage, and for invest- 
ments in Government loans; in other words, as savings banks on a large- 
scale. Recently they have been converted into stock- jobbing concerns,, 
apparently for the benefit of stock operators, and in large sums." The 
article refers to tiie remarks of the Comptroller of the Currency in his 
Report for 1873 (p. XLIII) already quoted. Two years later (April, 
1876), the same magazine has this to say:*^ "Recent events have led to 
some solicitude in regard to trust companies in this State, and the re- 
ports of these institutions have been scrutinized with unusual interest." 
On January 20, 1883, the "Commercial and Financial Chronicle" said:*^ 
"An important feature in our financial situation is the rapid extent dur- 



42 Bankers Maera^ne, Vol. XXVII, p. 256. 

43 Ibid., Vol. XXVIII. p. 184. 

44 Oator, p. 61. 

46 Bankers Magazine, Vol. XXVni, p. 520. 
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ing late years of the business of the trust companies of this State. Not 
very long ago their position was what their name implies — that is^ in- 
stitutions for safely keeping and managing trust funds. More recently 
they have been running into a general banking business, and now hold 
a position not very unlike the joint-stock banks of London, which take 
deposits on interest, loan them out as best they can, while leaving to the 
Bank of England the burden of carrying the reserve. In a similar man- 
ner the trust companies are dependent upon the reserve of the associated 
banks, while becoming active competitors for general deposits, very large 
lenders of funds on collateral securities and the leading buyers of paper 
in the market. * * * If the future growth of these trust com- 
panies is to be measured by the past growth, it will not be long before 
they will carry deposits one-half or two-thirds as large as the banks." 
Two years later*® the same periodical, referring to the Report of the 
New York Superintendent of Banking, remarked: "He says the number 
of trust companies has increased beyond the wants of the State, and a 
general law will be a benefit, by helping to check their multiplication. In 
all this the Superintendent only gives expression of the prevailing opin- 
ion. Trust companies are needful, but only for certain well-defined pur- 
poses; they are misnamed and in some cases misleading when, in the 
garb of a trust organization, they exercise the powers of a bank." 

Steady Development of thk^Thust Companies. 

Notwithstanding many such complaints as these, the* trust company 
movement went steadily forward, and encroached more and more upon 
the field of the regular banks. To do this they had to overcome not 
only the hostile criticisms of the financial press^ but the force of State 
legislation as well. In Pennsylvania, for example, the amendment to 
the Corporation Act in 1881,^* forbids trust companies to do a banking 
business. For many years the question was under discussion^ whether 
Pennsylvania trust companies might legally receive demand deposits. As 
late as 1898 the Law Editor of The Bankers Magazine expressed the 
opinion that it was not legal for them to do so.^^ The companies actually 
did receive such deposits^ however; and in 1900 their right to do so was 
established by decision of the United States Circuit Court of Pennsyl- 
vania.'^ It is still illegal for Pennsylvania trust companies to discount 
commercial paper^ but they may buy it! 

Another instance of encroachment upon the functions of banks in 
spite of questioned legality is furnished by the Missouri trust com- 
panies. In 1894 the Supreme Court of Missouri decided that trust com- 
panies are not hanks, and may not receive deposits as banks.' ^ This 



48 January 10. 1886. Vol. XL. p. 42. 

49 Laws of Pennsylvania, May 24, 1881. Act 26, sec, 1. 

50 Bankers Magazine. Vol. LVI, p. 100. 

51 Cator. ft. 18. Bankers Magazine, Vol. LXII, p. 661. 
62 Bankers Magazine, Vol. L, p. 60. 
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16 TRUST COMPANIES. 

failed to settle the matter^ however. Four years later the same court 
passed upon the question again^ and concluded that trust companies may 
not receive demand deposits^ unless they pay inter esU^^ Hence the re- 
ceiving of demand deposits by trust companies in that State now has 
legal sanction. No rate being specified by the courts the payment of 
merely nominal interest would suffice^ so far as the law is concerned. 
There is a law of competition^ however, which is another thing. 

The examples just related illustrate how the trust company, unlike 
the National bank, has developed according to natural rather than arti- 
ficial laws. The law and its interpretation have been moulded to suit the 
ascertained needs of the business, instead of the business being moulded 
to <5onform to the law. There are those who believe that this process 
has evolved a more scientific system of banking than that of the banks 
themselves. 

General Statutes REnuLATiNo Trust Companies. 

During the decade of the eighties the growing attention to the trust 
company as an institution was further evidenced in some of the States 
by the passage^^ of general laws regarding this class of institutions. 
New York passed such a law in 1887, since which time companies have 
usually been incorporated under the general law, although some have 
been organized under special acts.** We have already referred to the 
Corporation Act of 1881 in Pennsylvania, which dealt with trust com- 
panies. It was further amended in 1885.^^ Illinois passed a trust com- 
pany law in 18S7.*^ Several States passed laws during this period for 
the purpose of regulating or restricting the business of trust companies. 
This subject will be discussed more at length in a subsequent chapter. 

Growth of the Companies tn Numbers and Resources. 

Returning now to the consideration of the growth of trust companies 
in number and resources, the task is much simplified by the availability 
of statistics which, while incomplete, furnish the means oi forming a 
tolerably accurate idea of the progress of these institutions. 

From the year 1875 on, the reports of the Comptroller of the Cur- 
rency give statistics of the trust companies reporting to that official. 
These reports do not include all of the trust companies in existence at 
their several dates, as the Comptroller had no authority to compel the 
sending of returns from State institutions. The number of companies 
reported for the year ended June 80, 1875, was thirty-five. This num- 



53 Ibid., Vol. LrVII. p. 16. 

54 The tendency to the paBsasre of general laws was not confined to trust 
companies, however, but extended to other State banking Institi^ons. See "State 
Banking in the United States," by George B. Bamett, p. 22 and passim. 

55 Circular published In 1900 by the New York Superintendent of Banks, giv- 
ing hlstorioaJ sketch and digest of banking laws. 

56 Act of June 11, 1885. 

57 Act ot June 15, 1887. 
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bcr is, of course, somewhat less than the number actually doing business, 
and it is impossible to learn the exact number. The United States 
Mortgage and Trust Companj-, of New York, has annually, since 190S, 
published a book entitled "Trust Companies of the United States," which 
gives complete returns from practically all of the trust companies in ex- 
istence, with the dates of their organizations. An examination of this 
^ork shows that of the companies reported, fifty had been organized 
during or before the year 3 875. But, as the writer has ascertained by 
correspondence with these companies, some of them were not organized 
at first as trust companies. On the other hand, as already shown, a 
number of trust companies organized in these early years have gone into 
liquidation, and their names do not appear in the book above mentioned. 
A rough estimate, however, shows that these two considerations about 
offset each other, and the number of companies in existence in 1875 was 
probably nearer fifty than thirty-five. The former number is insignifi- 
cant enough as compared with the other financial institutions at that 
time. As against the thirty- five trust companies, there were in 1875, 
according to the Report of the Comptroller of the Currency for that 
J ear, 551 State banks, 771 Savings banks and 2,087 National banks. 
The trust companies had deposits of $85,000,000, while the State banks 
had $166,000,000, the Savings banks $924,000,000 and the National 
banks $679..000,000. 

Of the thirty- five trust companies reported, New York State had 
twelve, Connecticut ten, Pennsylvania seven, Massachusetts ^ve and 
Rhode Island one. The incompleteness of this list is shown by the fact 
mentioned by the Comptroller, that while Illinois is credited with no 
companies in the list, the Financial Editor of the "Chicago Tribune" 
reported that there were in Chicago, June 30, 1875, five trust companies, 
with, aggregate deposits of $5,688,574.*® 

A general idea of the growth of trust companies from this time on 
will be gained most easily by reference to the charts presented herewith. 
Chart A is designed to show the growth in the number of trust companies 
year by year. The heavy line follows the number of companies in ex- 
istence each year as reported by the Comptroller of the Currency. The 
dotted line follows the total number of companies organized at the close 
of each year, as shown by figures compiled by the writer from the work 
"Trust Companies of the United States, 1903," already mentioned. The 
heavy line shows less than the actual number of companies in existence 
at any given time; because, as already stated, the reports of the Comp- 
troller do not contain complete reports of all the trust companies in the 
country. It is probable, however, that this line does indicate pretty ac- 
curately the relative gain, from year to year, in the number of com- 
panies; and this is the essential thing that the chart is intended to show. 
It will be noticed that the general trend of the two lines is the same. 



K« Report of U. S. Comptroller. 1875. p. XCVII. 
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Tlie heavy line shows interruptions in the increase of the number of com- 
panies, in the years 1889, 1892, 1894, 1897 and 1898. For deUils of 
this kind, however^ it is not safe to trust the charts owing to the incom- 
pleteness of the statistics on which it is based. The dotted line shows 
that there was no year since 1881 in which no new companies were or- 
ganized. This line would show no interruptions in the increase of com- 
panies, if there were any^ because it is based on figures showing only 
the number of companies organized in each year, taking no account of 
companies which ceased to exist. Following the general trend of the 
lines, and averaging their courses^ it will be seen that there was no 
marked change in the number of companies until about 1885^ when there 
began an increase which reached its climax about 1891* From 1891 to 
the beginning of 1899 the increase went on^ but at a less rapid rate. From 
1899 to 1907 fnclusive, excepting the years 1903, 1904 and 1906, the in- 
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HISTORY OF TRUST COMPANY MOVEMENT. 19 

crease has been at a very much greater rate than in any of the preceding 
years. It seems probable that the considerable increases in the heavy 
line in 1888 and 1893 are due not to an actual increase in the number of 
companies existing so much as to greater success on the part of the 
Comptroller in getting reports from companies which had not hitherto 
reported. 

The following table shows the number of companies at the dates 

^ ' According to According to 

Comptroller's "Trust Companies of the 

Year. Reports. United States." 

1875 35 50 

1880 30 54 

1885 40 99 

1890 149 255 

1895 242 364 

1900 290 518 

1906 683 1156 

1907 794 1480 

1908 • 842 1470 

The striking thing about the table is the remarkable growth in the 
number of companies since the year 1900. While the number of com- 
panies doubled between 1890 and 1900, in the seven years 1900-1907 
the number increased 504, or about 174 per cent., according to the 
Comptroller's figures, and 962, or about 186 per cent., according to the 
otlier authority. 

The figures for 1908 reflect the effects of the panic of 1907, which 
put an abrupt stop to the organization of new companies, and caused the 
licjuidation of a number of old ones. 

Chart B shows the growth of individual deposits of trust <!om- 
panies, and also of Savings banks. State banks and National banks. 
Following the course of the heavy line, which shows the increase of 
trust company deposits, we find much the same general features as in 
the line showing the growth in the number of companies, save that there 
is a considerable gain from 1880 to 1885. Especially marked is the in- 
crease from 1898 to 1902, inclusive. 

Comparative Growth of Banks and Trust Companies. 

An interesting thing is the coincidence in the general features of the 
lines showing deposits of trust companies and of State banks. It is also 
to be noted that from 1897 all four classes of financial institutions had 
increases of deposits much greater than ever before. This does not seem 
to corroborate the popular impression that the trust companies are 
making their gains by taking business from the regular banks. It rather 
indicates that the trust companies are sharing with the others in a gen- 
eral prosperity that is unprecedented. 

The following table gives the individual deposits of the same four 
classes of institutions for the years named, as reported by the Comp- 
troller of the Currency: 
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20 TRUST COMPANIES. 

Trust atate Savingrs National 

Year. Companies. Banks. Banlcs. Banks. 

1875 $85,000,000 $166,000,000 $924,000,000 $679,000,000 

1880 90,000,000 209.000.000 819,000.000 888,000.600 

1885 188.000.000 344,000,000 1.095,000.000 1,117,000,000 

1890 336,000,000 553.000,000 1,525,000,000 1,594.000.000 

1895 547,000.000 712.000.000 1,811,000.000 1,715.000,000 

1900 1.028.000,000 1,267,000.000 2,450,000.000 2.602,000.000 

1905 1.980,000.000 2.365.000.000 3.093,000,000 3,882,000,000 

1907 2.061.000.000 3.068,000.000 3,495,000.000 4,480.000,000 

1908 1.867.000.000 2,937.000,000 3.479.000.000 4,375.000.000 

It thus appears that during the ten years from 1890 to 1900, the 
Trust Companies gained in individual deposits $692,000,000, or about 
206 per cent; the State Banks, $714,000,000, or about 129 per cent.; 
the Savings Banks, $92.5,000,000, or about 6l per cent., and the Na- 
tional Banks, $1,008,000,000 or about 63 per cent. The amount of the 
gain for Trust Companies was less than that for the other classes of 
institutions, but the percentage of gain was much larger. 

During the seven years from 1900 to 1907, the gains were, for 
Trust Companies, $1,033,000,000, or about 100 per cent.; for State 
Banks, $1,801,000,000, or 142 per cent.; for Savings Banks, $1,045,- 
000,000, or 43 per cent, and for National Banks, $1,878,000,000, or 72 
per cent. During these years, therefore, the amount of gain in dollars 
was less for Trust Companies than for any of the other classes, while 
the percentage of gain was greater than that of any but the State 
Banks, which made a remarkable gain. 

The figures for 1908 show that all the institutions lost in deposits 
during the panic of 1907, but the trust companies lost most heavily. 

As regards a comparison of the figures for Trust Companies and for 
the other financial institutions named, it is important to bear in mind 
that the reports of the Comptroller give the statistics for all National 
banks, and that said reports are fairly complete for State Banks and for 
Savings Banks; while the statistics for Trust Companies are very far 
from complete. Thus, the Comptroller's report for 1907 gives the total 
resources of the Trust Companies of the country as 3,073 millions, 
whereas the figure griven by "Trust Companies of the United States" is 
4,285 millions. The Comptroller's report for 1907 contains figures for 
but one Western State, — Kansas, and for but one Southern State, — 
Kentucky. It omits a number of important Trust Company States, 
among which are California and Ohio, the combined resources of whose 
Trust Companies in 1907 were not less than 324 millions. This incom- 
pleteness is not the fault of the Comptroller, but is due to the fact that 
he has no authority to compel the making of reports of Trust Com- 
pany statistics by the different States."* 



69 As another instance of Incompleteness, take the Report for 1897. Two 
hundred and flfty-one companies are reported, with total deposits of $566,922,205. 
But the Comptroller calls attention to an Investigation made by the New York 
Financier of returns nearest to January 1. 1S97. showing 458 companies, with de- 
posits of 1675.100.000. (See Comptroller's Report 1897, page XXXVIII.) 
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If the rcDOTts gave returns from all Trust Companies of the country, 
the above figures for amount of gain in deposits would, of course, be 
increased. What the effect would be upon the percentage of gain is un- 
certain. 

The growth of deposits of all the financial institutions was checked 
tn 190s, but the chart shows that according to the Comptroller's figures 
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the Trust Companies suffered the most. Their growth also appears to 
have been checked during the years 1906 and 1907. The chart does not 
^how the effect upon deposits of the panic of the Fall of 1907, as the 
statistics are based on reports made during the Summer of 1907. 

BANK AND TRUST COMPANY SUSPENSIONS. 1893-1907. 

(Figures furnished by Bradstreet's.) 

NUMBER OF COMPANIES SUSPENDED. 













Loan 






National 


State 


Savlngrs 


Private 


and Trust 




Year. 


Banks. 


Banks. 


Banks. 


Banks. 


Companies. 


Totals 


1893 .... 


.. 154 


184 


60 


196 


14 


698 


1894 .... 


.. 24 


36 


8 


18 


3 


89 


1895 .... 


.. 21 


67 


18 


37 


2 


136 


1896 .... 


.. 42 


65 


20 


62 


8 


197 


1897 .... 


.. 21 


24 


17 


41 


2 


105 


1898 .... 


4 


12 


5 


28 


2 


61 


1899 .... 


7 


5 


6 


18 


2 


37 


1900 .... 


3 


8 


2 


30 


, . 


43 


1901 


5 


13 


6 


32 


, . 


66 


1902 .... 


. . 


8 


3 


16 




29 


1903 .... 


.. 11 


28 


1 


44 




90 


1904 


.. 16 


23 


10 


43 




96 


1905 .... 


.. 15 


14 


5 


25 




63 


1906 .... 


4 


19 


2 


17 




45 


1907 .... 


.. 14 


28 


6 


24 


17 


89 


Totals 


341 


524 


158 


631 


69 


1723 



BANK AND TRUST COMPANY SUSPENSIONS, 1893-1907. 

(Figures furnished by Bradstreet's.) 

INDICATED TOTAL, ASSETS. 



National 


State 


Savings 


Private 


Loan & "Trust 




Year. Banks. 


Banks. 


Banks. 


Banks. 


Companies. 


Totals. 


1893 ...184,493.433 


$43,168,979 


$18,763,938 


$23,497,164 


$14,357,500 


$184,281,014 


1894 ... 3.486.650 


2,773.724 


3,029,508 


1,186,750 


510.000 


10.986,632 


1895 ... 3,172,894 


3,891,852 


10.161.649 


1.510,000 


155.000 


18.891.395 


1896 ... 22.951.523 


7.521.269 


8.119.000 


5,024,040 


3.892.279 


47.608,111 


1897 ... 6,721.000 


2,401,150 


3.867.098 


2,369,714 


375.000 


15,733,962 


1898 . . . 2.701.680 


1,791,100 


1,196.300 


1,555,254 


5,074.486 


12.318.820 


1899 ... 9.822,222 


168.000 


821,332 


1.893.072 


4.778.000 


17.482,626 


1900 . . . 1.025.000 


1,1»1.396 


381.000 


1.373.114 




3.910,510 


1901 ... 4,753,105 


1,312,000 


696,000 


3.537.880 




10,198.985 


1902 


348,000 


2.908,012 


597.709 


* 28,765 


3.882.486 


1903 . . . 8.537.907 


2.187.891 


35.000 


3.732,557 


12,764.000 


27.256.855 


1904 ... 6.392.424 


2.939.855 


1.578.068 


3,498.700 


1,623.675 


15.932.622 


1905 ... 6,639,000 


1.365.100 


2.028.776 


2.015.920 


6.390,055 


19,438.860 


1906 ... 1,705,000 


2.768,815 


25,000 


4.075.320 


4.490.000 


13,064,135 


1907 ... 42,522,429 


19.678.339 
$93,446,970 


7,191,686 
$60,702,367 


14.879.942 


104,192.210 
$158,530,870 


188,464,606 


Totals $204,923,267 


$70,747,145 


$588,350,619 




ESTIMATED LIABILITIES. 






1893 ...$68,687,994 


$38,138,823 


$18,152,136 


$22,929,225 


$22,388,000 


$170,295,678 


1894 ... 4,315.900 


3.484,600 


3.445.000 


1.712.450 


1.012.000 


13,969.950 


1895 ... 3.971.462 


4.922.631 


11,167.887 


2.537.718 


165.000 


22.764.698 


1896 ... 27.544.250 


9,933.742 


8.457.000 


6.654.670 


4.089.372 


56.679.034 


1897 ... 7,920,999 


3,060.811 


5.077.222 


4.085.477 


550.000 


20.694.500 


1898 ... 2,962.863 


2,479.000 


1.331.627 


2.822.890 


6.401,412 


15.997.792 


1899 ... 12.094,572 


215.000 


1.322.737 


4.847,261 


6.025,000 


24.504.570 


1900 ... 1,965,304 


1.475,855 


462.649 


4.683.660 




8.587.468 


1901 ... 6.684,720 


1,984,053 


792.725 


7.161.339 




15.622.837 


1902 


825.542 


3.821.762 


1.709.773 


' '51.661 


6.408.738 


1903 ... 9.445.199 


2,746,533 


235,000 


7.286,777 


14,438.168 


34.151.677 


1904 . . . 7.767.424 


4.362.442 


1.972.000 


5.481.200 


2,756.300 


22.339.366 


1905 ... 9.260.277 


2,209.887 


2.613.776 


3,089.423 


6,846.377 


24.019.740 


1906 ... 2,829.000 


5,457,503 


45.000 


6,822.952 


7.725.000 


22.879.456 


1907 ... 39.201.694 


19,852.940 


6,674.071 
$65,570,592 


22.199.622 


118,338,036 
$190,786,326 


206.266,363 


Totals $203,651,658 $101,148,862 


$104,024,437 


$665,181,876 
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Failures of Trust Companies. 

Statistics regarding failures and suspensions of trust companies are 
not obtainable prior to the year 1893, that being the year in which such 
reports were begun by the Bradstreet Company. The accompanying 
tables^ furnished to the writer through the courtesy of Frank Greene, 
Managing Editor of "Bradstreet's", show the number of suspensions re- 
ported ^ and the estimated assets and liabilities involved therein for the 
years 1893-1907 inclusive. 

As to the number of failures, the table shows that during the fifteen 
years there were 1,723 suspensions, of which the National banks con- 
tributed 341, the State banks 524, the savings banks 158, the private 
banks 631 and the "loan and trust companies" 69* It thus appears that 
the average number of suspensions per annum for the different classes 
of institutions was as follows: — 

National banks 22 7-10 

State banks 35 

Savings banks 10^4 

Private banks 42 

Loan and trust companies 4 6-10 

It will be seen from this that the number of trust companies sus- 
pended was small in comparison with the number of other banks sus- 
pended. It is also of course true that there were not so many trust com- 
panies in operation as there were of the other classes of banks. Accord- 
ing to the best figures obtainable, the average number of the different 
classes of institutions that were doing business during the fifteen years 
covered by the table was about as follows: — National banks, 4,487; 
State banks, 5.376; Savings banks, 1,084; Loan and trust companies, 750. 
On this basis, the percentage of failures (or the ratio of the number of 
companies failing to the number of companies in business), was about as 
follows : — 

National banks % of 1 per cent. 

State banks 65-100 of 1 per cent. 

Savings banks 97-100 of 1 per cent. 

Loan and trust companies 61-100 of 1 per cent. 

From these figures, it appears that the proportionate number of trust 
company suspensions was less than that of any class of financial institu- 
tions except the National banks. 

Regarding the losses involved in the failures, the showing of the 
trust companies is, on the face of the figures, not so good, the losses as- 
signed to them exceeding those of the other institutions, except the private 
banks. The figures represent, however, not the ultimate losses, but the 
best estimates of the probable results obtainable at the time. An ex- 
amination of the figures for the year 1907, which account for 62 per 
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centum of the entire estimated liabilities for the fifteen years, shows that 
they give a greatly exaggerated idea of the actual losses involved. Of 
the 17 trust companies reported suspended in 1907, at this date (Norera- 
ber, 1908) about one-half have re-opened for business, while several 
others are being liquidated without loss to depositors. These include the 
larger companies which suspended, with one exception. As to the fig- 
ures involved, three companies,-- rthe Knickerbocker Trust Company of 
New York, the Union Trust Company of Providence and the California 
Safe Deposit and Trust Company of San Francisco, — account for con- 
siderably over $100,000,000 of the $118,000,000 liabilities shown in the 
table, and the first two of these have long since resumed business and are 
to-day prospering, no loss to depositora having resulted. One competent 
authority estimates the actual losses due to failures of trust companies 
during the year following the panic of 1907 at about ^ve and one-half 
million dollars, of which eighty per centum was due to the failure of one 
company, — the California Safe Deposit and Trust Company. 

New York having been the storm center of the panic of 1907, it is 
significant that on August 10, 1908, the Superintendent of Banking of 
the State of New York, Clark Williams, reported — "So far as the records 
of this Department are concerned, we know of no case of a failure of a 
trust company resulting in loss to the depositors."* 

So far as the safety of trust funds is concerned, the statement made 
some years ago at a meeting of the Trust Company Section of the Ameri- 
can Bankers' Association, that not a dollar of trust funds has ever been 
lost through a trust company, has never been disputed, so far as the 
writer knows. 

Especial interest attaches to the record of trust companies during and 
since the panic of 1907, because it was the first severe strain that has 
been undergone by these institutions since their great development began. 
On the whole, the record must be pronounced very satisfactory. Al- 
though subjected to a strain that was unprecedented, their record com- 
pares favorably with that of other classes of financial institutions. The 
failures which occurred were in no sense ascribable to any inherent 
weakness in the trust company as an institution; but arc accounted for in 
some cases by the dishonesty of officials and by undue laxity of the State 
laws under which they operated, and in others by pressure of circum- 
stances which could not be overcome by any kind of banking institution. 
The same causes brought about the downfall of other financial institu- 
tions, including National banks, and State banks in States having the best 
laws for their regulation and control. The panic of 1907 did, however,, 
emphasize the necessity of careful and intelligent State regulation and 
control of trust companies^ as well as of the other banking institutions. 

The statement on the next page gives the aggregates of the principal 
items in trust company reports from 187') to 1908. This table contains 



* Trust Companies Magazine, Auerust, 1908, p. 495. 
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26 TRUST COMPANIES. 

data from which a careful study may be made of various items of man- 
agement as developed during the last quarter century. In the following 
table will be found figures dealing with a few of the important sub- 
jects. 

Principal Items of Resources and Liabilities of Trust Companies, 

1875-1908. 



Year. 

1875. 
1876. 
1877. 
1878. 
1879. 
1880. 
1881. 
1882. 
1883. 
1884. 
1885. 
1886. 
1887. 
1888. 
1889. 
ISPO. 
1891. 
1892. 
1893. 
1894. 
1895. 
1896. 
1897. 
1898. 
1899. 
1900. 
1901. 
1902. 
1903. 
1904. 
i905. 
1906. 
1907. 
1908. 



Of special interest^ in view of the recent agitation of the question in 
New York and elsewhere, is the subject of trust company reserves. The 
third column of the table gives the reserve carried by the companies each 
year, the figures representing the proportions of the amounts in the sec- 
ond column to those of the same years in the first column. From 1875 
to 1884 inclusive the per cent, of reserve never exceeded 12.8, the lowest 
reserve reported being in 1882, when it was only 7-9 per cent. After 1884 
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110.866,621 12.8 10.6 


loans. 


vestments. 


profits. 


<t 


186.147,012 


165.900.174 139,409.904 


$7,550,560 


83,511.148 


87,969.768 


8,671,619 9.9 


8.4 


76.608,647 


316.338.884 


8.823,200 


3,359,110 


84.649.038 


10.826,606 12.8 


8.3 


67,946.390 


37,765.945 


8,404.212 


3,169,551 


73.658,004 


8.899,209 11.4 


3.9 


59.303,327 


36,741,697 


8.616.954 


3,166.960 


76.018.662 


8,727,670 11.6 


3.6 


61.171.877 


34,841.066 


9.194,570 


8.494,061 


90,168.637 


7,686,469 8.4 


3.7 


74,676,687 


87,664.325 


10,245.051 


4.229.889 


111.905,527 


12.464.392 11.1 


3.9 


101,906,666 


33,057,027 


11,175.663 


5.049.809 


144.988,776 


11,492,036 7.9 


2.4 


182.064,208 


42,813.068 


14.212.161 


6,093.307 


165,646,621 


18.481,867 8.1 


2.8 


140,022,868 


47,760.410 


15.601.710 


6.246,370 


189,507.810 


21.080^441 11.1 


2.4 


158,018.009 


51.260,942 


19,810.611 


6,853,477 


188,615.186 


88,499,618 17.7 


6.3 


141,642.649 


65,126,600 


19.203,984 


6,209,742 


214,255,658 


86,804,622 16.7 


9.1 


166.828,468 


71.802,374 


24,520,701 


6,620.638 


245,797,608 


85,617,727 14.6 


6.8 


196,096,830 


72,927,742 


27,193,319 


6.602.166 


259,926,079 


89,680,220 16.2 


7.6 


260.700,648 


72,578,913 


35,9&1,687 


3.197.112 


302,626,471 


60,320.566 16.6 


8.8 


291,450,367 


76.725,017 


38,783,114 


3.677.287 


839,319,740 


68.168,166 16.7 


6.9 


327,882.540 


95,707.490 


46.828,003 


3.381.217 


357.540,862 


56.430.480 16.8 


4.6 


856,876,320 


93.973.321 


55.503,845 


3.138.177 


416,431,461 


77.675,870 18.7 


6.4 


386.273.648 106.206.778 


01,768,148 


3.572.886 


488,934.566 


76,668,610 15.4 


4.6 


462,729,597 128,824.901 


70,771,477 


3.187.125 


478.056,823 126,010,202 26.1 


7.2 


374,421,718 142,224,151 


75,303.366 


3.148.156 


653,766,721 128,482,581 23.2 


6.6 


433,386,461 177,086,655 


84.801,698 


3.334.971 


592,617,492 108,814,267 18.8 


4.9 


462,000,949 201,164,661 


84.313.612 


3.289,547 


676,698.940 118,139,249 20.5 


6.1 


445,629,725 201,128,020 


89.025.267 


3,361,409 


665.488,712 118,817,178 17.8 


8.4 


639,162,446 198,977.752 


97,643.066 


3.831,147 


837,510,725 164,868,808 18.6 


2.9 


599,031.083 266.086,873 105.616.167 


4.121.264 


1,081,736,272 219,448,611 21.3 


2.9 


727.962.137 326,841,086 148.389,339 


4.586.760 


1,278.849,880 217,207,097 17.0 


2.0 


989,768,891 396.222,854 


168.284,468 


4.835,274 


1.537,476,616 264.819,327 17.2 


2.2 


1.192,488,311 


447.680.690 225.524.614 


4,755,911 


1,711,485,439 804,400,977 17.7 


8.0 


1,303,237,200 579.459,699 314,496,334 


4.328,727 


1,775,499,356 442,876,289 24.9 


8.6 


1.147,005,657 667,511,015 329,789,576 


4,068,868 


2,164.645.672 398,880.801 18.2 


8.1 


1,649,286,662 787,918.435 363,515,702 


4,196.159 


2,162,228.621 


869,199,366 17. 


8.7 


1,609,467.839 


760.285.420 396.373.620 


3,988.181 


2,229,496,792 368,738,970 16.6 


4.9 


1.601,304.237 


785.999.670 


397,865.026 


3.868.286 


2,029,978,992 616,860,773 26.4 


6.1 


1,379,481,474 


775,873,271 416,039,899 


3.403.376 




Reserves 
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the reserve reported was materially higher, never going lower than 14.5 
per cent, (the figure for 1887)^ and reaching its maximum with 26.1 
per cent, in 1894. The average reserve for the thirty-four years was 
about 16.2 per cent. 

The criticisms against the trust companies as to reserve have, how- 
ever, been directed more especially towards the amount of actual cash 
carried in the vaults of the companies. In the fourth colunm of the 
table are given the percentages of such cash reserves for the several 
years (including as cash the amount reported for cash items) the figures 
representing the proportion of cash and cash items to total deposits. 
For the thirty-four years the average of such cash reserve has been a 
little over 4.6 per cent. It was highest in 1875, with 10.6 per cent., 1886 
being next, with 9-1 per cent. The lowest percentage was in 1901 — 2 
per cent. From 1876 to 1884 inclusive it ranged from 2.8 per cent, to 
3.9 per cent. From 1885 to 1897 it was somewhat higher, averaging 
about 6.2 per cent. Since 1897 it has averaged 8.4 per cent. 

Increase in Surplus and Undivided Profits. 

A noticeable thing has been the tendency to increase in the surplus 
and undivided profits as compared with the capital. This has been due 
m part to the accumulation of earnings, and in part to the tendency 
in organizing new companies to have a large surplus paid in at the start. 
Most of the States that have any legislation on the subject require the 
accumulation of a surplus fund until it reaches a certain percentage of 
the capital stock; but the accumulation has gone far ahead of any legal 
requirements. Chart C shows the relative growth of these two items, the 
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heavy line representing the capital, and the dotted line the sum of sur- 
plus and undivided profits. During 1899 the latter became greater than 
the capital, and has increased in greater ratio since then. 

The average resources of the companies appear to have been greatest 
during the years 1881 to 1887. The writer has been unable to find any 
special reason for this. It might have been due to reports being received 
mainly from the larger institutions. During the greater part of the time 
the resources have averaged from three to three and a half millions^ 
From 1899 to 1905, inclusive, the averages exceeded four millions. 

Statistics of Trust Companies in tiir Various States. 

The following table gives the numbers and aggregate resources of 
trust companies in the various States and Territories about June 30, 
1907, the figures having been compiled from "Trust Companies of the 
United States." whose statistics are the most complete of any published, 
so far as the writer knows. The list probably includes nearly all com- 
panies in existence in the United States at the date mentioned. The 
reader is reminded, however, that the list intends to include all institu- 
tions bearing the name of trust companies, and that many of them do a 
State banking business only, performing no trust functions: 



Numbor of Aggregate 
State Companies. Resources. 

Alabama 26 118.154.422.00 

Arizona 7 2.252,618.M 

Arkansas 30 12.057.455.76 

California 36 102.632,427.65 

Colorado 12 12.281,159.34 

Connecticut 26 26,407,379.27 

Delaware 7 9.^81.967.10 

District Columbia 6 34,316.533.95 

Florida 8 3.743,410.84 

Georgia 17 14.253,128.51 

Hawaii 4 1,482,147.94 

Idaho 14 4.914,255.76 

Illinois 64 447,722,506.72 

Indian Territory.. 23 3.669.877.26 

Indiana 80 51,685.587.79 

Iowa 33 24.404,098.14 

Kansas 5 2,584,665.61 

Kentucky 43 29,487.555.93 

Louisiana 22 60,850,665.65 

Maine 35 36.157.238.96 

Miaryland 20 60,593.834.66 

Massachusetts ... 42 232.820,769.51 

Michigan 8 17,859,427.22 

Minnesota 5 4.366.740.72 

Mississippi 28 9,825.842.15 

Missouri 39 152,341,256.89 

Montana 6 9,473.079.20 



Number of Aggregate 
State Companies. Resources. 

Nebraska 8 1,202.955.08 

Nevada 7 6,926,088.68 

New Hampshire.. 6 3.918,014.80 

New Jersey 69 187,379,248.50 

New Mexico 6 677.470.17 

New York 88 1,443.494,569.64 

North Carolina .. 39 16.645.343.01 

North Dakota 3 882.438.70 

Ohio 63 221,640.722.38 

Oklahoma 6 494.512.05 

Oregon 14 15.915,399.52 

Penrtsylvanjia ... 272 703,960,646.67 

Rhode Island .... 12 128.575.679.91 

South Carolina... 21 5,206,628.86 

South Dakota 9 2.193.845.99 

Tennessee 65 42.360,785.18 

Texas 43 28.428.542.44 

rtah 3 8,142.114.90 

Vermont 25 21,583.144.50 

Virginia 21 11.367.369.45 

Washington 19 25,782.492.87 

West Virginia .. 20 15,732,932.07 

Wisconsin 10 7,977.315.82 

Wyoming 6 478.762.22 

Total 1480 14.286.782,015.78 



It will be seen that in the number of companies Pennsylvania is far 
in the lead; and as a matter of fact, that State developed the trust com- 
pany movement earlier and .more generally than any other. In the total 
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■resources of her companies^ however, New York, which is second in the 
number of companies, is far ahead of any other State. The eighty-eight 
companies in New York report resources of $1,443,494,569.64 — an 
average of $16,403,347 per company. The two hundred and seventy- 
two Pennsylvania companies show total resources of $703,960,646.67, — 
en average of $2,588,091 per company. The big average for New York 
companies is, of course, due to the great companies of New York cityj 
the largest of which at this date, — The Farmers* Loan and Trust Com- 
pany, which is also the oldest trust company in the country, — had re- 
•sources of over ninety million dollars. 



Trust Companies in the Larger Cities. 

The following table gives the numbers and aggregate resources of 
the trust companies in the cities of the United States having a popula- 
tion of over 50,000, according to the census of 1900. The figures are 
<rompiled from the same source as those in the last table, and are of the 
date June 30, 1907: 



Number of 


Aggregate 


Number of 


Aggregate 


City Companies 


Resources. 


City Companies 


Resources. 


Albanjf. N. Y 


2 


111,187,828 


Nashville, Tenn. .. 


. 5 


$7,232,387 


Allegheny, Pa 


6 


16,592,789 


New Bedford, Mass 


1 


1.343.126 


Atlanta, Ga 


3 


4.529,597 


New Haven, Conn. 


. 3 


2.413.963 


Baltimore. Md 


10 


56,607,451 


New Orleans. La... 


. 13 


56.100,552 


Boston, Mass 


16 


182.577,604 


New York, N. Y... 


. 51 


1,283,558,153 


Bridgeport, Conn. . . 


1 


1,596,375 


Newark, N. J 


4 


35,605.223 


Buffalo. N. Y 


3 


20,869,299 


Oakland, Cal 


4 


2.084.452 


Cambridge, Mass. .. 


3 


4.281.431 


Omaha, Neb 


2 


416.053 


Camden, N. J 


5 


12,957.296 


Patterson, N. J... 


. 5 


13,116.260 


Charleston. S. C. .. 


3 


2,060,010 


Peoria, lU 


. 2 


2,262.931 


Chicago, 111 


26 


410,207,539 


Philadelphia. Pa. . . 


. 58 


345.573.535 


Cincinnati, O 


7 


41,055.847 


Pittsburg, Pa 


. 34 


165.190.683 


Cleveland, O 


15 


124.758,801 


Portland, Me 


. 5 


10,612.699 


Columbus, O 


4 


8,741,251 


Portland. Ore. . . . 


6 


14,827.158 


Dayton. O 


2 


4,874,775 


Providence, R. I... 


6 


113,325.604 


Denver, Col 


5 


8,723.434 


Reading. Pa 


. 5 


8.848.983 


Des Moines, la 


2 


4,049.382 


Richmond, Va. . . . 


. 3 


1,909,427 


Detroit, Mich 


4 


15.848,997 


Rochester. N. Y. . . 


. 5 


52.523.415 


Elizabeth. N. J. ... 


1 


3.442.223 


St. Joseph, Mo. .. 


3 


1,513.577 


Erie, Pa 


2 
3 


4,422,877 
2.572.719 


St. Louis, Mo. ... 
St. Paul, Minn, ... 


. 12 
. 3 


127.181,401 


Evansville, Ind 


1.548,745 


Fall River, Mass. .. 


1 


2.849.756 


Salt Lake City, Utal 


^i 3 


8,142.115 


Grand Rapids, Mich. 


2 


1.549.999 


San Antonio, Tex.. 


4 


3.763.276 


Han'isburg, Pa 


6 


11.384,954 


San Francisco, Ca 


6 


45,162.262 


Hartford. Conn. . . . 


4 


6.995.321 


Savannah, Ga. . . . 


4 


5.526.252 


Indianapolis, Ind. . . 


7 


17.795.224 


Scranton, Pa 


. 2 


2.417.818 


Jersey City, N. J... 


11 


40,428,338 


Seattle, Wash. ... 


6 


11,311.821 


Kansas City. Kas... 


2 


1,108.781 


3pringfield, Mass. . 


. 3 


10.197,030 


Kansas City, Mo... 


4 


14.818.866 


Syracuse. N. Y. ... 


. 2 


14,695,998 


Hoboken. N. J. ... 


4 


23.260.S31 


Toledo. O 


. 5 


14,928.838 


Los Angeles, Cal... 


10 


31,525.805 


Trenton. N. J. ... 


. 2 


3,457.967 


Louisville, Ky 


6 


2.217.208 


Troy, N. Y 


2 • 


6,882,062 


Lowell, Mass 


1 


534.120 


rtica, N. Y 


2 


7,881.649 


I^ynn, Mass. 


3 


5.399.622 


Washington, D. C 


6 


84.316,534 


Memphis, Tenn. ... 


14 


24.986.844 


Wilkesbarre, Pa. .. 


2 


3.647.867 


Milwaukee. Wis. ... 


3 


4,121,785 


Wilmington. Del. . 


. 3 


8.084,249 


Minneapolis, Minn... 


2 


2,817,996 


Worcester. Mass. . 


1 


10.883.180 
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so TRUST COMPANIES. 

There are eight cities in the above list, in each of which the aggregate 
resources of the trust companies exceed one hundred million dollars. 
These are, in the order of such resources, as follows: — 

New York 11.283,558.153 

ChlcaiTO 410.207,539 

Philadelphia 345.573,535 

Bo&ton 182,577.604 

Pittsburg 165, W0,683 

St. Louis 127,1«1.401 

Cleveland 124,758,801 

Providence 113,325,604 

The total resources of the trust companies in these eight cities is 
$2,752,373,320, or a little over 64 per cent, of the total resources of all 
trust companies in the country. 

Comparison by Groups of States. 

An idea of the general distribution of the trust company business 
throughout the country may be obtained b}' segregating the statistics by 
groups of States, as shown in the following table: — * 

Groups of Number of Asgregate 

States. Companies. Resources. 

North Atlantic 575 $2,784,291,691 

South AtlanUc 159 171,441,148 

North Central 327 934,861.561 

South Central 286 205,329,658 

Western 133 189,858,016 

Totals 1480 $4,285,782,075 

Recapitulation. 

We hare seen that the trust company first came into existence in the 
United States in 1822, with a single company, which had no competitors 
for eight years, and only thfee after fourteen years. These early com- 
panies combined the trust business with the insurance business. It was 
many years later before the formation of trust companies as institutions 
apart from insurance companies began. After the Civil War a number 
of companies were organized, and the total number in 1875 was not far 
from fifty. During the later eighties a very distinct movement for the 
formation of trust companies began, which was lessened in degree dur- 
ing the early nineties, began again with phenomenal energy about 1897, 
and has continued in an increasing degree since that year. 



•As used In the table, the North A'tlantlc States comprise Maine. New Hamp- 
shire, Vermont, Massachusetts, Rhode Island, Connecticut, New York, New Jer- 
sey and Pennsylvania; the South Atlantic States, Delaware, Maryland, District 
of Columbia, Virginia, West Virginia, North Carolina, South Carolina, Georgia, 
and Florida? the North Central States, Ohio, Indiana, Illinois, Michigan, Wis- 
consin, Minnesota, Iowa, Missouri. North Dakota, South Dakota, Nebraska and 
Kansas; the South Central States, Kentucky, Tennessee, Alabama, Mississippi, 
Louisiana, Texas, Indian Territory, Oklahoma and Arkansas; the Western 
States, Montana, Wyoming, Colorado. New Mexico, Arizona, Utah, Nevada, Idaho, 
Washington, Oregon, California and Hawaii. 
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During its career the trust company has undergone a radical evolu- 
tion in the character of its business. To its original functions of trustee, 
agent^ guardian, etc., have been added not only more extensive trust 
functions, such as executor, administrator, fiscal agent, etc., but other 
duties not contemplated by its originators. Most prominent among these 
Jias been the business of banking, which trust companies in many States 
210W undertake to the same extent as do the State banks and Savings 
banks. The growth of corporate undertakings has brought to the trust 
company many added duties as representatives of such corporations in 
various capacities. Since the Civil War many companies have added 
safe-deposit departments. In some States other lines of work have been 
added, including fidelity and title insurance. 

The conspicuous thing about the development of the trust company is 
that it has been able, largely through lack of legislative restrictions and 
because of the general breadth of its powers, to adapt itself to the par- 
ticular needs of the time and community. When a new field has opened, 
it has been ready and able to step into that field. 

Causes of the Growth or Trust Companies. 

Regarding the causes of growth of trust companies, the easiest thing 
to say is also probably the truest — that they are found in the tendencies 
of our age and nation. The trust company marks not a revolution, but 
an evolution in our methods of handling financial matters, and we can- 
not understand its development without taking into account the great 
changes which our civilization is undergoing. There is, to begin with, 
the accumulation of individual wealth — ^the increase in the number of 
persons and families having large interests to care for. This is not 
p>eculiar to the United States, but the general conditions which the hold- 
er oi wealth has to meet here are quite different from those of the older 
countries of Europe, and make it of advantage to find other means than 
those used in Europe for the care and investment .of great estates. A still 
more important influence has been the tremendous increase in corporate 
wealth, both in number of corporations and in the amounts under their 
control. Here are phenomena that are peculiar to the Ujaited States, 
and peculiar to this age. Nothing like the huge corporations formed in 
recent years in the United States has ever been known before since his- 
tory began. To care for these institutions some special agency was need- 
ed. The trust company proved equal to the emergency. Says one writer: 
"Without their (the trust companies') agency some of the transactions in 
modem corporate business would be both cumbersome and diflicult. For 
the success of schemes of reorganization of railroad interests and the 
financing of vast industrial consolidations, their intervention has grown 
to be at least an invaluable convenience, if not altogether a necessity."®^ 



60 Bankers Magazine, Vol. LX, p. 272. 
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Coincident with this tendency to great consolidations — ^whether as 
result or as cause will not be discussed here — ^is the growing recognition 
among all classes of people of the value of associated effort. Here again 
the trust company finds itself in harmony with the times. It is an inter- 
mediary between great enterprises and the group of individuals who 
constitute its customers. It takes the amounts, large or small, con- 
tributed by the latter, in trust; and the result is a large amount which it 
can invest in any corporate undertaking to the mutual advantage of all 
concerned. The political economist wiU not fail to see here an important 
service to the community. Surplus funds, useless in small amounts, are 
gathered together and made to do service in enterprises that benefit the 
whole people. At the same time, the profits go to those who furnish the 
capital. The trust company is emphatically an institution of the people. 
As one writer has pointed out, it enables us to reap most of the ad- 
vantages claimed for community of ownership, without the dangers that 
would come with the systems proposed by dogmatists.'^ 

Advantages of the Trust Company Form of Organization. 

Turning to the specific causes of growth of trust companies as com- 
pared with other financial institutions, various writers have pointed out 
the advantages which the trust company has over its competitors.** As 
compared with National banks, and with some State banks, it usually es- 
capes with less taxation. It attracts deposits by paying interest on them. 
A third cause, and in the writer's opinion by far the most important one 
in most communities, lies in the wide range of powers which the trust 
company may exercise. In most States it may do all of the things that 
an ordinary bank may do, except issue notes; and it performs numerous 
duties that other banks may not undertake. These wide powers attract 
customers. It is a distinct convenience to most people to have all of their 
financial business attended to under one roof. The trust company will 
not only care for their banking business, but will also receive their valu- 
ables for safe-keeping, care for their property, manage their estates tem- 
porarily or permanently, make investments for them, give financial and 
legal advice, aid in the preparation of wills and execute the same after 
the decease of the customer. 



61 Article on "The Trust Company,'* by Charles W. Stevenson, In "The Bank- 
ers' Monthly," Sept.. 1908, p. 191. Articles by the same writer In "The Bankers' 
Monthly" for July, Augrust and October, 1903, treat this phase of the subject at 
some length. 

62 See Bankers Magrazlne, Vol. XUII., p. 722. and Vol. LVIIL, p. 505. 
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CHAPTER IL 
THE FUNCTIONS OF TRUST COMPANIES. 

THE trust company of today performs a great variety of functions, 
some of which are peculiar to itself, while many are undertaken by 
other financial institutions. The most distinctive function of the 
trust company is undoubtedly that of acting as trustee for various pur- 
poses. Historically, this was the first kind of business, aside from insur- 
ance, that trust companies were authorized to undertake, and the legisla- 
tion of those States that have laws on the subject indicates that the law- 
makers had in mind such business as affording the essential reason for the 
chartering of these companies. With hardly an exception, the granting of 
other powers Seems to have been intended by the framers of the laws as 
merely incidental to or helpful in the carrying out of duties as trustee. 

The same intention is evident in the name "trust company" — i, e., a 
company organized to accept and execute trusts. Webster defines a trust 
as "something committed to a person's care for use or management, and 
for which an account must be rendered." Blackstone defines it as mean- 
ing, in law, "an estate devised or granted in confidence that the devisee or 
grantee shall convey it, or dispose of tlie profits, at the will of or for the 
benefit of another; an estate held for the use of another." A trustee is a 
person or corporation to whom a trust is committed. With this in mind, 
it is not difficult to understand the theory of the trust company — simply 
a corporation empowered to undertake those special trusts of a business 
nature that men are apt to commit to others. This is the original and 
essential mission of the trust company. 

Experience has demonstrated, however, that for the proper execution 
of such trusts the company is under the necessity of carrying on other 
lines of business which increase its usefulness as a trustee. Thus one 
function after another has been added, until today the trust company 
undertakes a great number and variety of duties which justify the de- 
scriptive name that has been applied to it of "the department store of 
finance." 

Because of this diversity of functions, trust companies usually carry 
on their work in departments, the most common division being a three- 
fold one — into banking, trust and safe-deposit departments. Often the 
banking department is subdivided into the savings and the commercial 
banking departments, and the trust department into two parts, of which 
one is devoted to trust business for corporations, and the other to trust 
business for individuals. The largest companies frequently have other de- 
partments than these, sometimes because the volume of business makes a 
further division advantageous, and sometimes because other lines of busi- 
ness are included. Among the other departments sometimes found are 
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the bond (or investment) department; the mortgage department; the 
transfer (or registration) department; the real-estate department; the re- 
organisation department; the title-insurance and the fidelity insurance 
departments. Most companies make some special provisions for women, 
and some have a special woman's department. 

If the word trustee be taken in its widest meanings the greater part 
of the functions of the trust company might be included in a description 
of its duties as trustee. There arc certain forms of trustee work, how- 
ever, which occur so frequently that they have come to be referred to by 
special names, and it will be convenient to consider the various functions 
in the following groups: 

Business as trustee or agent for individuals, under private agreement. 

Probate business. 

Investment business. 

Real estate business. 

Insolvency business. 

Business as trustee or agent for corporations. 

Business as transfer agent and registrar for corporations. 

Corporation reorganisation and financing. 

Fidelity insurance and title insurance. 

Safe-deposit business. 

Savings and banking business. 

Miscellaneous. 

Nature and Variety of Individual Trusts. 

The number and variety of trusts undertaken for individuals under 
private agreement are very great, and new forms of such trusts are 
being constantly created. They come from many different classes of 
people — from active business men who have some special matters that 
they do not care to handle for themselves ; from teachers, artists, doctors, 
clergymen, women and others who feel that their inexperience or lack of 
time makes it wise to shift financial affairs to other shoulders; from 
persons whose poor health requires that they live in other climates and 
leave their business cares behind; from absentee property owners; from 
the aged, either too feeble to attend to active business or willing to 
take a well-earned rest; from persons planning to spend some time in 
travel and who must have a responsible agent to look after their affairs 
while away; and from others who, either from choice or from necessity, 
wish to avoid the care of their property either temporarily or perma- 
nently. 

In such cases the trust company takes entire charge of the property, 
whether real or personal, or both, just as an individual acting in like 
capacity would do. It collects interest, coupons, dividends, annuities, 
pensions, and any other form of income, notes, accounts, bonds, mort- 
gages, land contracts, ete.; if part of the property be real estate, it 
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looks after repairs and improvements, sees that the property is kept 
rented, keeps up insurance, pays taxes, collects rents; it acts as attorney 
in fact, executes contracts, leases, deeds, etc. It remits or accumulates 
the income, reinvests the principal, according to the terms of the con- 
tract. 

Married women place their separate estates in the hands of the com- 
pany, either giving it the sole management or retaining such degree of 
control as they see fit. 

It often happens that men wish to provide for wife or children or 
other dependents a fund which shall be beyond the reach of their credit- 
ors and safe from any unforeseen calamities that might befall the 
donor's estate, so that the beneficiaries may be assured of an income in 
any event. For such purposes they convey sufficient property to the trust 
company as trustee, with a definite contract as to the disposition to be 
made of the principal and income of same. 

Similar trusts may be created in favor of benevolent or educational 
institutions or others to whom the donor wishes to give the income only 
of an endowment, without placing the latter under the control of the 
beneficiary. The trust company receives such funds, invests or reinvests 
the same from time to time as it becomes necessary, and applies the in-» 
come as directed in the deed of trust. 

Trusts may be created for the benefit of one making the trust, either 
subject to his revocation at any time, or beyond his control. The young 
or inexperienced sometimes inherit estates, and suddenly find themselves 
in situations needing experience and wisdom beyond that which they pos- 
sess. Occasionally persons in active business life find themselves dis- 
qualified through accident, sickness or other cause from caring for their 
business, and turn it over to the trust company. 

Persons whose incomes are received at long intervals or at uncertain 
times may arrange with the trust company to have the income paid to 
them in equal monthly installments. If the security is ample, the com- 
pany will sometimes make temporary advances if necessary. 

Trust companies are sometimes called upon to act as agents for the 
payment of such regularly recurring items as premiums on insurance, 
taxes, etc. In some instances they have undertaken to care for burial lots 
and graves. 

Persons who are to be away for a considerable time appoint the com- 
pany custodian of valuable papers and securities. This function is of 
much greater importance than mere safe-keeping. While the owner is 
away^ it may be of the greatest importance to get at the papers. Bonds 
may be called for redemption, the owner may wish to place the securi- 
ties as collateral for a loan, coupons may become due, and the owner need 
the money for them. 

Some trust companies do a considerable business in the handling of 
escrows. They act as temporary trustees of papers, money or other 
property placed in their hands by one party to be given to a second 
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party upon the performance of a contract, the payment of a certain 
sum in money or the fulfillment of some other provision determined by 
the parties to the agreement. 

Sometimes estates which have been improvidently managed are placed 
in the hands of trust companies in the hope that they may be freed from 
incumbrances and put upon an income-producing basis. In some notable 
cases the superior facilities of trust companies have enabled them to 
preserve and make valuable estates that would have been worthless in 
the hands of the owners. 

A new field of business is now being taken up by the trust companies, 
in the form of trust agreements relating to life insurance. The policies 
are made payable, or assigned, to the trust company as trustee, and at 
the death of the assured the company collects the proceeds of the poli- 
cies, of which it has meantime been the custodian, and applies such pro- 
ceeds according to the trust agreement. Many insurance companies do 
not write policies allowing stated payments to beneficiaries, and this plan 
therefore furnishes the opportunity not otherwise open for the insured 
to have such disposition made of the proceeds of his insurance. 

Trust agreements are also made by which beneficiaries may be paid 
;5tated annuities out of the proceeds of life-insurance policies. This ar- 
rangement is specially valuable where a man is not able to carry an 
amount of insurance such that the income alone will support the family. 
The trust company can so invest the proceeds that a small portion of the 
principal may be used each year while the balance is kept profitably in- 
vested. The fund may thus be made to provide a sufficient income during 
the probable life of the widow or during the minority of the children. 
One of the leading companies of the central States advertises that by 
this plan it is possible to pay an iinnuity of $500 for forty years out of 
$10,000 insurance, of $1,000 for forty years out of $20,000 insurance, 
etc. 

It is customary in appointing the trust company trustee to have the 
fees of the company made a part of the contract, and it may thus be 
known in advance just how much the expense will be. 

WTiile the trust company is a corporation, it has usually succeeded on 
account of its wide powers and the character of the men in control in 
maintaining a degree of personnliii/ which adds to its attractiveness to 
customers. The confidential nature of many of its duties brings it into 
close touch with those whose affairs it handles. 

It is customary for trust companies to keep all trust funds entirely 
separate from their general assets; and, indeed, this is required by law 
in many States. This means that in case of the failure of the company 
the funds belonging to a particular trust cannot be mingled with the 
general assets of the company nor levied upon in any way by the credit- 
ors of the company. In addition to this, the trust becomes, in case* its 
funds are not intact, a creditor of the company, protected as are its other 
creditors by its general assets. Trust funds are thus doubly safeguarded. 
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Securities and other property held in trust stand in the name of the 
company as trustee (etc.) for So-and-so, and thus show on their face 
that they are not the property of the company. 

Probate Business. 

The statutes of many States give to trust companies the power to 
accept and execute duties entrusted to them by will or by appointment of 
court as administrator, etc. In such capacities the company has the same 
powers and duties that an individual would have if acting in the same 
capacity. The manifest advantages which the trust company has over 
an individual for the performance of such trusts are steadily drawing to 
it a large portion of this business; and it is safe to prophesy that it will 
ultimately become the usual practice to entrust the execution of wills 
and the administration of the estates of the dead to trust companies 
rather than to individuals. 

Business of this' kind includes services as executor, administrator, 
trustee, guardian, committee, conservator. 

An executor is a person appointed by the testator in his will to take 
charge of his estate and dispose of it as directed in the will. 

An administrator is an officer appointed by the court having such 
jurisdiction in the several States to take charge of the estate of one who 
dies without leaving a will, and to dispose of the same in accordance with 
the inheritance laws of the State. 

An administrator-with-the-will-annexed is appointed by the court to 
take charge of the estate of a deceased person when no executor has been 
named in the will, or when the executor named refuses to act or dies. 

Acting in any one of these capacities, the trust company assumes en- 
tire charge of the estate, subject to the supervision of the court, and after 
a period varying in the several States, but usually eighteen or twenty- 
four months, makes a final distribution, according to the terms of the 
will or the laws of inheritance, as the case may be, and files with the 
proper public official an itemized statement of all receipts and ex- 
penditures under the trust. In winding up the affairs of an estate, the 
executor or administrator frequently finds it necessary to turn a portion 
of it over to a trustee appointed to manage it for the beneficiaries or to 
a guardian appointed to look after the estates (and in some States the 
persons) of heirs who are minors, or to a committee or conservator ap- 
pointed to have charge of an estate for heirs who are insane, idiots, 
habitual drunkards, spendthrifts or incapable for any reason of looking 
after their own afl'airs. In any of these capacities the trust companies 
may act, and it often happens that a given company acting as executor 
turns over a part of the estate to itself as trustee, guardian, etc., thus 
gaining for the estate the advantage of continuous management by the 
same trustee. It may also receive such trusts from other executors or 
administrators, whether individuals or trust companies. 
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In aziy of these capacities the trust company may^ and often does, 
act in conjunction with individuals appointed to share the responsibility 
with it. 

In probate business of all kinds the company is accountable to the 
court for the faithful performance of its duties, and must render com- 
plete statements, which become part of the public records. The fees 
charged do not exceed those of individuals acting in similar capacities, 
and often are much less. The laws of the several States specify the fees 
allowed to executors, administrators, etc. 

It is common practice for a trust company to tender the services of 
its officers for the drawing of wills, and to act as custodian of wills until 
the death of the testator, when it files the will with the proper court; 
all these services being performed without charge in cases where the 
company is appointed executor. 

Testamentary trusts may be created for any lawful purpose. In act- 
ipg as trustee under appointment by will, the duties of trust companies 
do not differ materially from their duties when' acting in the same 
capacity under appointment by private agreement. In any probate 
capacity it may be necessary to make advances of money in order to 
save the estate, and this the trust company will do if the circumstances 
justify it. 

Trust companies are generall5r legal depositaries for others acting 
as executors, administrators, guardians, etc., and for court funds. 

The officer making such deposits with a trust company is, in most 
States, relieved from any responsibility in case of the loss of the funds 
through the failure of the trust company. He usually cannot escape this 
responsibility in case the funds are in his own keeping or deposited with 
an ordinary bank. 

By the appointment of a trust company as agent or trustee during 
one's life, and its selection as executor and trustee under will, the trustee 
work of a family may be kept in the same hands from generation to 
generation. 

Investment Business. 

In the performance of its other trust work of various kinds, the 
trust company is often called upon to invest or reinvest trust funds in 
securities that are safe and that yield as great returns as are consistent 
With safety. In addition to such demands, and to its needs for -the in- 
vestment of its own funds, many companies find so great a field for 
dealings in high-grade securities* as to justify the establishment of a bond 
or investment department to handle such business. The operations of 
this department, aside from its use for the customers of the other de- 
partments, do not as a rule differ greatly from those of a first-class bond 
house that deals exclusively in high-g^ade securities. 

The business of this department touches that of the trust department 
at many points. Trust funds must be invested as soon as possible after 
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being received. Reinvestments must be made from time to time, for 
mortgages become due and are paid, bonds mature or are called in for 
redemption, and the funds thus set free must not be allowed to remain as 
mere deposits too long, although interest at regular savings rates is al- 
lowed on such funds during the interim. The large trust company has 
excellent facilities for this senice. The amount of securities that it 
must purchase for various interests is so great that it can buy on the 
best terms, and its opportunities for accurate and immediate knowledge 
of the securities market are of the best. Often one of its trust estates 
needs to dispose of securities at the same time that another needs to buy. 
A large mortgage is often divided among several estates. 

Special forms of investment are provided by some companies, the 
most common form being in the way of bonds secured by real estate 
mortgages. The company loans on mortgages, sometimes exclusively on 
property located in its own city, sometimes on property in several care- 
fully-selected cities. The amount loaned varies from forty to sixty per 
cent, of the appraised value of the property. The protection of title 
insurance and fire insurance policies is added. The company then issues 
a series of bonds secured by these mortgages, deposits the latter in trust 
with some other company, and replaces each mortgage as it matures or is 
paid by another mortgage for like amount, keeping the total of live 
mortgages always equal to or greater than the total of the series of 
bonds. The bonds usually bear four per cent, interest. 

Instead of issuing bonds^ some companies simply sell the mortgages, 
giving the purchaser the benefit of the company's experience and judg- 
ment in the selection of the mortgages, but assuming no responsibility 
for the payment of same. Such companies sometimes have allied insti- 
tutions which will guarantee the payment of the mortgages for a small 
fee. 

Some companies handle investments for customers under investment 
deposit agreements. The aggregate of the deposits received for such 
purpose is invested in securities selected by the company's trust com- 
mittee, and these are held in trust for the depositors, each owning an 
interest in same determined by the ratio that his deposit bears to the 
total sum so invested. The income is collected by the company, and the 
net amount after deducting its fees is remitted pro rata to the depositors 
at stated intervals. 

Customers may purchase securities outright, as they would of any 
dealer. Or they may appoint the company agent for the investment of 
moneys, and for the care of securities and the collection of income on 
same. Savings depositors whose savings have accumulated to a sufficient 
amount frequently take advantage of the opportunity thus afforded to 
increase the earnings on their money. 

Investments may stand in the name of the company as trustee, thus 
securing a privacy to their investments which many customers consider 
an advantage. 
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Real-Estate Business. 

Reference has already been made to the services that trust companies 
render in the care of real estate committed to their charge by private 
agreement or by will or by appointment of court The equipment which 
the company has to maintain in order to do such work satisfactorily 
often places it in an advantageous position for undertaking a general 
real-estate agency business. It engages in the purchase and sale and 
renting of real estate^ improved or unimproved^ on commission. Like the 
other departments of its work^ this business is frequently of great use 
to its trust department. Many trust estates have rentable property for 
which the company must find tenants. Sometimes trust agreements pro- 
vide that a portion of the funds of the trust must be invested in real 
estate. 

The company is often of assistance to prospective buyers who wish to 
borrow money in order to complete a purchase of real estate. Its ex- 
perience and reliability cause it to be called upon to act as appraiser of 
real property. 

Insolvency Business. 

Under the head of insolvency business are included the duties of 
assignee, trustee in bankruptcy and receiver. Trust companies are, in 
many Slates, authorised to act in these capacities. 

The enactment of the last National Bankruptcy Law in 1898 largely 
suspended the operation of the State insolvency laws, with the result that 
assignments have become less frequent than formerly. The duties of an 
assignee and of a trustee in bankruptcy are similar, and consist in se- 
curing a just distribution of the assets of an insolvent person, firm or 
corporation among the creditors. For this purpose the trust company 
assuming such duties takes chargfe of the property of whatever kind, if 
necessary converts it into cash, pays preferred claims, and distributes the 
remainder pro rata among the creditors, acting all the time under the 
direction and authority of the court having jurisdiction in the case. 

The duties of a receiver may be of quite a different character. A 
receiver is a person or corporation appointed by a court of equity to 
take charge of property in dispute. Such appointment does not neces- 
sarily imply insolvency. It may be made necessary on account of dissa- 
tisfaction on the part of stockholders with the management of the com- 
pany, on account of any dispute which the partners of a firm or the 
stockholders of a corporation cannot settle between them, on account of 
a serious tangle or temporary embarrassment in the affairs of the con- 
cern, as well as on account of actual insolvency. It frequently happens 
that the affairs of concerns become temporarily embarrassed, or that 
there is such friction between the managers that it becomes necessary to 
have a receiver to adjust matters. For such duties, as well as for those 
of assignee or trustee, the trust company is specially fitted, and this 
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class of work has been the field of some of the most successful operations 
of these companies. The duties require experience, good credit and large 
financial responsibility. Acting under the authority of the court the re- 
ceiver is often required for the time being to carry on a mercantile, 
manufacturing or transportation business. The receivership may be can- 
celled if the enterprise is put upon a satisfactory basis, and the prop- 
erty be handed over again to its owners. Or it may be neccessary to ef- 
fect a sale of the property, settle the debts, and pay the balance to the 
owners. Sometimes, when the circumstances warrant, large advances of 
money are made, thereby tiding the concern over its difficulties and re- 
establishing it as a profitable enterprise, or saving the assets for credit- 
ors or stockholders. Often the circumstances make advisable a read- 
justment of corporate indebtedness, and the trust company is peculiarly 
adapted to the work of formulating plans, recalling outstanding stocks 
or bonds and issuing new securities. 

Sundry Business as Truster or Agent for Corporations. 

It is not too much to say that the affairs of the great corporations 
of the present day, as well as those of the smaller ones under existing 
conditions, could be carried on only with the greatest difficulty, if at all, 
without the aid of some such financial concerns as the trust companies. 

Probably the most common function of this kind is that of acting as 
trustee under a trust deed or mortgage securing an issue of bonds.^^ In 
signing the trustee's certificate on the bonds, the company certifies to the 
regularity of the issue, and to the genuineness of the document When 
necessary it sees to the refiling of the instrument, although the mortgage 
often specifically relieves the trustee of this responsibility. It does not 
guarantee the value or the payment of the bond, although the public 
often seems to think that it does. As a matter of fact, while the form of 
certification varies somewhat, it never covers more than the regularity 
of the issue and the genuineness of the document. Most trust companies 
do, however, make it a point not to authenticate bonds without having 
reason to believe that the undertaking represented is presumably safe. 
Unquestionably the best companies do, and ought to, exercise the great- 
est care in this matter. 

In Its capacity of trustee under a trust deed, the trust company is 
charged with the duty of acting as agent and protector of the bond- 
holders. In case of default of the company issuing the bonds, it usually 
has the duty of foreclosing on the property in the interests of the hold- 
ers of the securities, and of exercising numerous incidental duties con- 
nected therewith. 

It is often charged with the custody and management of a sinking 
fund, either in connection with its duties as trustee under a trust deed, 
or as a separate undertaking. 



63 See Chapter XVI. 
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It acts as fiscal or financial agent for corporations of all kinds — 
States^ municipalities^ railroads, industrial concerns. It pays bonds, 
coupons, interest. It may take entire charge of the disbursement of 
dividends and interest, attending to the publication and mailing of 
notices, etc. 

For syndicate managers, voting trusts, etc., it issues and collects calls 
for installment payments, and computes and distributes to the proper 
parties the amounts of their participations in the profits or proceeds. 

It acts as depositary of cash and securities, under varying conditions. 
Underwriting syndicates appoint it depositary and trustee. 

It is made agent to receive subscriptions to stocks and bonds, and to 
deliver the same when issued. 

It may receive and execute for corporations any of the trusts that 
have already been mentioned as undertaken for individuals under pri* 
vate agreement. 

Business as Transfer Agent and Registrar.* 

Trust companies are very generally used as transfer agent for stocks, 
and as registrar for stocks and bonds. In the older financial com- 
munities the value of such services has come to be so generally recog- 
nized that securities not registered by a responsible agent are looked 
upon with suspicion. The historical reason usually given for the adop- 
tion of the custom of having a registrar not connected with the concern 
issuing the stock, was the discovery some years ago in New York that a 
prominent railroad president had fraudulently overissued the stock of his 
company many hundreds of shares. The employment of a responsible 
registrar makes such a fraud impossible, for the essential function of the 
registrar is to see that not more than the authorized amount of stock is 
issued. 

The transfer agent assumes the entire work of transferring the stock 
of a corporation — a duty requiring thorough knowledge of the laws gov- 
erning such matters, and great care and accuracy in the performance of 
the details. The cancellation of a single certificate of stock and the issu- 
ance of a new certificate often involve the change in ownership of 
thousands of dollars' worth of property; yet it may be done by a few 
strokes of the pen. 

It is often desirable to register bonds, either as to principal or as to 
interest, or both. UsuaUy the trust company that acts as trustee under ^ 
the bond issue also acts as registrar of the bonds. In some communitiefl 
the same company is often appointed both transfer agent and reg^trar 
of the same stock. This is illogical, since the function of the registrar 
is to operate as a check upon any error or irregularity on the part of the 
transfer agent 
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Corporation Reorganization and Financing. 

Some trust companies handle a large amount of business in the reor- 
ganization or financing of corporate enterprises of different kinds. This 
field is one concerning which a wide difference of opinion exists among 
managers of trust companies as well as among the general public. There 
are companies which devote themselves to this business very largely, 
while others abstain from it absolutely, believing it not a proper field 
for companies which handle fimds in trust. 

In the consideration of the problem much depends upon the char- 
acter of the financing that is to be undertaken. No well-informed person 
will deny that there is a field for services in this line whose legitimacy 
is beyond question, and whose performance involves little risk. It is like- 
wise evident that there is a class of operations so risky that no corpora- 
tion which handles the funds of others ought to undertake them. The 
temptation to step from one class of operations into the other is some- 
times great; a^d this fact doubtless accounts for the prejudice that exists 
in some quarters against trust companies undertaking corporation finan- 
cing of any kind. 

When it becomes necessary for any reason to reorganize a corpora- 
tion having outstanding securities, the trust company offers exceptional 
facilities for the work. The plan of reorganization must first be deter- 
mined. If new securities are to be issued the old ones must be called in 
and temporary receipts given. When the new securities are ready they 
must be distributed among the receipt-holders in the proper propor- 
tions — ^the determination of which may require careful computation. At 
the same time an assessment may have to be collected, or a cash or stock 
dividend be distributed. Fractional shares or bonds may need to be pur- 
chased or sold. 

When a new corporate enterprise is proposed in any community 
some one in whom the public has confidence must investigate and report, 
or else each prospective investor must make investigation for himself. 
Some one must see that the new corporation actually owns the property 
wliich it claims to have; that its title is good; that the securities which it 
offers to the public are correctly prepared, and that they give the pur- 
chaser a real lien upon the property; in short, that the whole proposition 
is legitimate and made in good faith. The services here outlined appear 
to be perfectly legitimate, and to involve no risk to the trust company 
undertaking them other than the risk assumed in accepting any re- 
sponsible trust. 

These services, however, constitute only the preliminary steps in the 
financing of enterprises. The securities are ready for sale; they must 
now be sold. It is at this point that the most serious differences of 
opinion arise regarding the attitude of the trust company. In placing the 
securities upon the market, the trust company may act, if it acts at all, 
as a mere agent for the sale and delivery of same; or it may set the 
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stamp of its approval upon them to the extent of recommending them for 
purchase to its group of customers, or to the extent of purchasing same, 
in its capacity of trustee, for some of its trust accounts; or it may pur- 
chase a portion of the issue for its own account. Here the trust com- 
pany is clearly treading upon ground which may or may not be danger- 
ous, according to circumstances, but which in any event requires the 
highest degree of honor and integrity and business judgment of the 
finest type. 

Fidelity Insurance and Title Insurance. 

Some of the States empower trust companies to undertake the busi- 
ness of fidelity insurance and of title insurance, but comparatively few 
trust companies undertake these duties. As a rule, where they do un- 
dertake them, they make such work a specialty, and confine themselves 
mainly to the specialty. The larger part of fidelity insurance business 
is done by independent bond or surety companies. 

Fidelity insurance consists chiefly in becoming surety for or guar- 
anteeing the honesty and fidelity of employees, officers and other persons 
holding positions of trust and responsibility. Bonds for this purpose 
were formerly signed by friends of the person holding such position, 
but the practice is rapidly growing of having such bonds executed by 
companies who make it their business. Beyond any question the new 
plan is better than the old, whether from the standpoint of the person 
bonded, the one signing the bond, or the security afforded the beneficiary 
named in the bond. The person who is required to give bond feels, or 
ought to feel, a delicacy about asking his friends to go on his bond. If 
he does ask a friend to do so, that friend must, if he complies with the 
request, assume for himself and his heirs a responsibility whose degree 
is not determinable, which may Inst for a number of years, and which 
may involve himself and family in ruin. To the beneficiary under the 
bond, the individual is not satisfactory as a surety, because, among other 
reasons, his financial ability is not always determinable with accuracy, 
and it may be ample to-day and nothing to-morrow. On the other hand, 
the company which makes a business of fidelity insurance receives com- 
pensation of a reasonable annual premium for its services, assumes the 
risk as a business proposition on the same general principles as the life 
or fire insurance company, and protects the beneficiary by a capital and 
financial responsibility that are known. Fidelity insurance companies 
are also often called upon to sign bonds guaranteeing the financial re- 
sponsibility of individuals, partnerships and corporations. 

A title insurance* policy is "an agreement under which the company 
agrees to defend, at its own expense, all litigation directed against the 
title insured by it, and if attacked successfully, it will pay the parties 
guaranteed the amount of the loss up to the full sum insured for." In 
short, it is an ordinary certificate of title, with insurance of the title 
added. This is a comparatively new business, the oldest companies hav- 
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ing existed only about twenty years, but it is one which is growing rapid- 
ly. For its successful performance, a special and elaborate equipment is 
necessary. 

Safe-Deposit Business.**^ 

As already noted, trust companies very generally conduct safe- 
deposit departments. For this purpose the best companies have specially- 
constructed vaults in the preparation of which the greatest care is used to 
insure that they shall be absolutely proof against fire, burglars, mobs 
and water. In addition guards are on duty twenty-four hours a day, and 
there are usually automatic alarms to give notice of any trouble. For 
the keeping of money and valuable papers individual boxes within the 
main vault are rented, access to which may be had only by the renter or 
his authorized deputy in company with the vault attendant. For the 
storage of larger articles of value, vaults are provided in which space is 
rented by the cubic foot or yard. Many companies maintain delivery 
wagons, and call for or deliver valuables entrusted to their care. Coupon 
rooms are provided, where each customer may cut his coupons or examine 
his papers in absolute privacy. The large companies also provide other 
conveniences, such as toilet-rooms, reading-rooms, parlors, committee- 
rooms, etc. 

This department is a valuable, if not a necessary, part of the equip- 
ment of a good trust company. An increasing number of depositors feel 
the need of such accommodations, and much prefer to have them under 
the same roof as their bank or trust company. While the expense of 
equipping the best vaults is great, it is not all chargeable to the safe- 
deposit department, since trust companies need large and impregnable 
vaults for the safe keeping of the securities and other valuables en- 
trusted to them in the other departments of their business. 

Superiority of Trust Companies over Individuals Acting in Trust 

Capacities. 

The advantages which the trust company has over individuals for the 
performance of the various trust duties outlined in the preceding pages 
are many. The following are among the most conspicjious of these 
advantages : 

The life of the trust company is perpetual — it will live long enough 
to execute the trusts that are committed to it. On the other hand, an in- 
dividual to whom a trust is committed may die on the very day that he 
undertakes the trust. To install another individual trustee will then in- 
volve delay and additional expense — perhaps serious loss. And when it 
is done, there * is no guarantee that he will not die, making another 
change necessary. Even if the individual lives, he may for various 
reasons resign the trust, or may become incapacitated through sickness 
or other cause. 
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The trust company has an established office and can always be found 
when needed. The individual is sometimes difficult to locate. 

The trust company is always at its place of business every business 
day of the year. It does not take vacations^ does not go away on business 
trips^ does not get sick. 

The trust company is organized especially for carrying on such 
work^ which is therefore not secondary to its own business^ but is a part 
of its business. If an individual is competent to carry on such work it is 
because he has had a successful training in looking after his own af- 
fairs^ and his success is usually due to the fact that he has given his 
business his undivided attention. If he undertakes the trust it must be 
as a thing secondary to his own business^ or else he must neglect the 
latter. Finding that he has not the necessary time to look after details^ 
he may turn them over to an incompetent employee. 

Being organized for the work^ the trust company has all the necessary 
equipment — officers and clerks trained for the service, conversant with 
laws and forms and methods of procedure, vaults for the safe keeping of 
valuables, correct forms for the keeping of accounts, books to keep track 
of due-'dates of securities and times for the payment of taxes, insurance, 
premiums, etc. It does not forget. 

It is the trust company's business to understand the work. It does 
not make mistakes due to ignorance, and would be responsible if it did. 
It has the benefit of a large experience in the work it is undertaking. 
Very often individual trustees or executors, however honest and faithful, 
make mistakes that are costly or entirely disastrous. 

For the making of investments in the name of the trust, the trust 
company has advantages which few if any individuals have. The matteir 
is determined by a committee of men trained in such work, and with 
every facility at their command for keeping in touch with conditions 
and knowing something of intrinsic values. The extent of the company's 
operations also enables it to buy on better terms than the individual can. 

The trust company gives to the trust, without extra cost in ordinary 
matters, the benefit of the best legal advice. It unites the advantages of 
the advice of a number of experienced counselors with the promptness in 
action of a competent individual. 

The trust company is, in most States, subject to examination by State 
authorities. Its books are always open to inspection by the proper 
persons. They are intelligible and kept up to date. The individual trus- 
tee under private appointment is not usually subject to examination; 
and when he is, his books are often in a tangle. 

The superior facilities of trust companies often enable them to ad- 
minister trusts with far greater economy than is possible to the in- 
dividual trustee. Expenses are often much less, while the company is 
usually in position to secure a greater income for the trust than could 
the individual. The latter must give a bond, the cost of which must be 
borne4)y the estate; while the trust company's assets and special deposit 
with the State protect the trust without extra cost. 
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Frequently the interests of the estate — perhaps its very preservation 
— depend upon temporary advances of money. The trust company is in 
position to make such advances; few individuals are. 

Individuals are often subject to personal prejudices^ sympathies or 
influences which lead them into unwise uses of the property. The trust 
company is not subject to these things. 

The most important consideration of all is that of saf ety^ — ^the abso- 
lute safety of the property. Here the advantages offered by the trust 
company as compared with the individual are unquestioned. Besides the 
State supervision just referred to, the trust company protects its cus- 
tomers by a large capital and surplus, and in most States by a deposit 
made with the State officials to guarantee the faithful performance of 
its trust duties. These things amply insure against loss due to possible 
dishonesty on the part of the company's officers or employees. The com- 
pany as an institution cannot possibly be dishonest or unfaithful. It has 
nothing to gain and ever3rthing to lose by such a course. It is to con- 
tinue in business for a long term of years or perpetually. Its success de- 
pends upon its reputation for integrity and faithfulness. At a recent 
meeting of the Trust Company Section of the American Bankers' Asso- 
ciation, it was stated that there had never been a trust fund impaired by 
a failure of a trust company having control of the fund. Instances of 
loss to depositors in the banking department there have been, though 
not many ; but the trust funds are so safeguarded that the loss to them is 
well-nigh impossible. There may be loss to the ordinary creditor of a 
trust company without in the slightest degree impairing its trust funds, 
which are kept separate and are not a part of its assets. 

On the other hand, losses through individual trustees, executors and 
administrators have been numerous. How often have the papers told of 
instances where individuals serving in such capacities have proved un- 
faithful or fatally incompetent! Men of reputation for unquestioned 
integrity have been led through speculation or embarrassment in their 
own affairs to borrow the funds entrusted to them with the full intention 
of repaying the loan in a few weeks or months, only to find that such 
restitution is impossible, that they are defaulters, and that the widow and 
orphan are left penniless through their unfaithfulness. Others, wil- 
fully dishonest, have squandered the funds entrusted to them until every 
cent was gone and the beneficiaries of the trust were left in dire need. 
Bonds furnished by these men have often proved worthless; and where 
ultimately found good, great expense of litigation has been incurred, 
and the property has been tied up pending settlement o^ suits. 

Business of Banks and Trust Companies Compared. 

Trust companies carry on the banking business, and in the great 
majority of cases this business constitutes the largest part of their 
duties. The banking department is usually divided into the department 
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of commercial accounts, in which the business is similar to that of the 
National bank with the exception of note issue/ and with the exception 
in many States of discounting paper; and the savings department^ in 
which the business is identical with that of the savings department of 
the incorporated Savings banks of the central States, and not materially 
different from that of the mutual Savings banks of the East. 

In view of the statement just made, the question naturally arises, 
"What is the difference between the trust company and the bank?" This 
question has been discussed to some extent in the periodicals and in the 
circulars of trust companies. In these discussions are represented diam- 
etrically opposite views; namely, that there is no difference between the 
two institutions, and that there is a wide difference. The variety of 
opinion arises from the fact that different writers tell of the particular 
trust companies with which they are familiar, and which differ from 
each other; and also — and more generally — from the fact that some dis- 
cuss the question from the theoretical side, while others, disregarding 
the theory, speak of the actual practice as they find it. 

So far as concerns business other than that of the banking depart- 
ment, the foregoing discussion of the functions of trust companies re- 
veals an important difference between these companies and banks. While 
it is true that some of these functions have been and still are carried on 
to some extent by some banks, the tendency is to leave this field wholly 
to trust companies, while many of these functions may not legally be 
undertaken by banks. Allowing for exceptions, it may be said without 
fear of contradiction tjiat the functions thus far described are distinctively 
those of trust companies. 

As a matter of theorj' there are important differences between the 
business of the banking department of trust companies and that of State 
and National banks. In theory and in early practice the banking depart- 
ment of the trust company was merely incidental to its other functions^ 
being maintained to care for the funds coming to it in trust. The trust 
company is a depositary for the inactive and accumulating funds of the 
community, the bank for the active funds — the funds used in business. 
It follows that the natural depositor of the bank is the business man, or 
firm or company, whose funds are continually in use, quickly turned 
over, and who expects in return, not interest, but accommodation in the 
way of discounts. Tlie natural depositor of the trust company, on the 
other hand, is the person or concern whose funds are not in active use, 
and who wishes a place for the safe-keeping and accumulation of same. 
A prominent writer on trust company subjects®* has classified trust de- 
positors, as distinguished from bank depositors, as follows: 



64 Breckinridge Jones, President of the Mississippi Valley Trust Co., St. 
Louis. His paper on "Tlie Trust Company Question,*' delivered before the Mis- 
souri Bankers* convention in 1892, and published in pamphlet form by his com- 
pany. Is a masterpiece, and has been widely copied. So far as the writer knowB, 
It was the first published study of the question. The WTlter acknowledges hia 
indebtedness to this paper for many of the points here given. 
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"1. The laborer, mechanic, clerk, teacher — all those who work for 
wages or on salary. 

2. The capitalist, the professional man, the married woman who has 
a separate estate. 

S, The business man who wishes to separate his private income or 
the surplus profits of his business from his general business capital. 

4. The corporation, public or private, that is accumulating a sinking 
fund, or any individual who is husbanding a balance to pay a debt. 

5. The executor, administrator, curator, guardian, assignee, receiver, 
trustee under deed or will or order of court. 

In short, all such who wish their daily deposits to draw interest." 

A study of this list reveals a class of accounts entirely distinct from 
those handled by the ordinary bank, and a class of accounts, too, for 
which little provision is made by National banks or by the old-time 
State banks. 

These trust depositors expect from the trust company in return for 
their accounts compensation of quite a different kind from that which 
the bank depositors expect from their bank. Their moneys are placed in 
the care of the company for accumulation; they want interest on their 
funds as well as a safe place to keep them. The ability to withdraw the 
funds on demand is not of pressing importance to them, and they are 
often willing to give notice some time in advance of intention to with- 
draw their deposits. 

It results that the trust company is in position to invest its funds in 
ways quite different from the bank. The funds of the latter must be so 
placed that they can be quickly recovered to meet the needs of cus- 
tomers, being usually invested in paper that will mature in thirty, sixty 
or ninety days, or four months at the longest. The trust company can 
safely make long time loans on collateral or on real estate. Moreover, 
since the trust company pays in full for the use of its depositors' money 
by allowing interest on such money, it has no obligation to confine its 
loans to depositors, but may lend to whomsoever offers the best security 
and the highest rate; or it may invest its money largely in bonds and 
stocks. The bank remunerates its depositors by offering them a line of 
discounts, and hence must reserve its money mainly for loans to such 
depositors. 

The necessity of dividing its loanable funds equitably among its de- 
positors who desire discounts requires the bank to confine its loans tft 
comparatively small amounts, while the trust company is in position to 
make large loans. 

As a matter of theory, then, both as regards the classes of customers 
whom they serve and as regards the uses of their funds, trust companies 
and banks occupy distinct fields. They are co-ordinate institutions, each 
supplementing the work of the other, and both necessary factors in car- 
rying on the financial affairs of the community. There is here not com- 
petition, but co-operation. 
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So much for the theory. In actual practice^ the differences between 
the two classes of institutions are much less marked^ and the tendency in 
many communities is steadily to lessen such differences as do exist. Ajs 
a matter of fact the trust company of to-day has invaded a portion of 
the field of the bank^ while, on the other hand^ the bank is invading a 
portion of the iield of the trust company. Most trust companies seek 
business accounts, payable on demand by check, offering as inducement 
interest on satisfactory daily balances. In cases where the law does not 
forbid, some companies also offer lines of discount On the part of the 
banks there is a noticeable tendency in many localities to seek inactive 
accounts on which interest is allowed. This movement is being taken up 
by National banks, which in some instances maintain savings depart- 
ments. 

The result is that there are communities in which there are only 
slight differences between the business done by State banks and that 
done by the banking departments of trust companies. Both maintain com- 
mercial banking and savings departments conducted in the same ways. 
Their loans and investments are of practically the same character. 

In other communities, where most of the banks and trust companies 
follow the lines of business for which each was theoretically established, 
there may sometimes be found individual trust companies which do a 
regular banking business, and individual banks which compete for the 
dormant accounts that naturally belong to trust companies or Savings 
banks. 

Taking it the country over, it is safe to say that the difference be- 
tween the average State bank and the banking department of the average 
trust company is slight, except in those States where trust companies 
may not discoimt commercial paper.®'"' Such differences as exist usually 
concern the proportions of the various kinds of business handled, busi- 
ness accounts as a rule forming the larger, and inactive accounts the 
smaller part of the bank's business, while the reverse is true of the 
banking department of the trust company. 

Where the trust company is forbidden to discount commercial paper, 
there results, of course, a distinct difference in the business of the two 
institutions due to such prohibition. In such cases the trust company 
still handles a large number of business accounts, as many business men 
either do not need discounts, or have other means of procuring them. In 
many pla^ies the practice has grown of forming working agrreements by 
which groups of banks and trust companies throw business into each 
others' hands. By this means a given group of financiers is able to 
handle financial business of any kind. This plan is a recognition at 
once of the need of both institutions and of essential differences in their 
functions. 



65 This statement Is based on a personal study of trust companies in el^ht 
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circulars of some three hundred representative trust companies located in all 
parts of the country. 
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There is considerable difference between the State laws governing 
trust companies and those governing State banks. As a rule^ the former 
are much less hampered by restrictions in the character of their business. 
In a later chapter the laws of the different States will be discussed in 
detail. 

It is evident that there is a close resemblance between the business of 
the savings department of the trust company and that of the Savings 
bank^ especially of the incorporated Savings bank^ which is the usual 
form of such institutions outside of the Eastern and New England 
States. Both are after savings accounts. With regard to the mutual 
Savings banks^ particularly, the theory is that such institutions exist 
especially for the accounts of those whose savings are comparatively 
small, while the trust companies are supposed to exist primarily for the 
safe keeping and accumulation of larger accounts. In practice, however, 
this distinction is not always maintained, although it is probably true 
that the average savings account of the trust company is larger than that 
of the mutual Savings bank. But trust companies usually advertise that 
deposits of more than five or ten thousand dollars will not be received at 
the regular interest rates. The minimum deposit received by either in- 
stitution is usually one dollar. 

In this connection it is worth while to call attention to the important 
service tliat the trust company, as well as the Savings bank, is rendering 
in the way of adding to the available money supply of the country. 
Through the medium of a large number of small accounts they gather 
from the people of their neighborhoods large sums that would other- 
wise be kept in the traditional stocking or in private safes. These funds 
are thus placed at the disposal of the community for use in carrying on 
its business, and make possible enterprises that benefit the whole people, 
and that would otherwise fail for lack of available funds. Particularly 
is this the case with reference to those companies in outlying parts of 
large cities, or in other localities where banks would not find enough 
business to keep them alive. As an instance of this, the writer knows of 
a trust company located outside the business district of a large city 
which in ten years accumulated deposits of over two millions, the larger 
part of which came from persons who had not theretofore deposited in 
banks at all. Here was a large sum put into active circulation and so 
made productive, to the mutual benefit of the depositors, the bank and 
the community at large. 

Miscellaneous Functions. 

Occasionally trust companies . perform functions not mentioned in the 
foregoing discussion. For instance, some companies, in the far Western 
States particularly, write fire insurance as agents. The wide powers 
granted by the laws of most States permit trust companies to undertake 
almost any kind of financial business, and the result is that companies 
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in different localities take up special lines of business for which there 
happens to be a field. 

It is usual for trust companies to offer to customers the services of 
their officers for legal and financial advice on ordinary matters that in- 
volve no complicated questions. This does not mean^ of course, that the 
company undertakes to do the lawyer's work in such cases. But many 
of its customers are wholly ignorant of the most common principles and 
practices in business and conmiercial law, and as a result are greatly 
profited by advice in what seems to the experienced a very simple mat- 
ter. Much litigation and loss, and many foolish "investments" are pre- 
vented by a little advice to such persons. The banker sometimes per- 
forms similar services for his customer, but the usual bank customer is 
acquainted with business procedure, while a considerable number of trust 
company customers are not so acquainted. 

Complaints are heard in some quarters that the trust company is en- 
croaching upon the field of the lawyer. Undoubtedly this is true as 
regards the liandling of estates and the performance of many duties of a 
fiduciar}' nature. On the other hand, the trust company gives employ- 
ment to a large number of lawyers. Every company has its attorney or 
force of attorneys, and trust officers are usually chosen from the ranks 
of those who have had legal training. Trust companies make it a prac- 
tice, when a lawyer brings them a trust, to retain him as attorney for 
tliat trust whenever special services are needed. Furthermore, the trust 
company is a great aid to the lawyer in many ways. He often needs 
to select for his clients a trustee, guardian, receiver, assignee, depositary, 
etc. He is often called upon to make investments for his clients — ^a re- 
sponsibility that many lawyers do not care to assume. In the practice 
of corporation law the lawyer finds the trust company of special use to 
him. Its facilities for the accurate keeping of accounts, preparing re- 
ports, caring for securities and managing estates appeal to many lawyers 
who have not the time or the inclination to assume other than the purely 
, legal part of the work. To a great extent the trust company supplements 
and assists the lawyer of large practice. 

Sources of Earning Power. 

It is evident that the sources of earning power of the trust company 
are much more numerous than those of the bank. It may do all that the 
bank may do, and many things besides. One writer®® has pointed out 
the fact that the trust company has developed all the earning power of 
an individual, thus adding greatly to its profits, as well as to its useful- 
ness. To get at the possible earning power of the trust company, 
therefore, one must remember that it is not confined to the profits from 
the interest on funds under its care in the form of capital and deposits. 
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but adds fees for its services in trust capacities of ordinary kinds and 
special fees for special services. The tremendous earnings of some 
trust companies have been due more to the skill of their officers in per- 
forming services of a more or less personal nature than to the natural 
earnings of their banking departments or the regular fees on trust work. 
It is also true that during the flush times preceding the year 1903, 
large sums were made by many companies through underwritings and 
stock investments. These means of profit were, to say the least, hazard- 
ous, and in many cases the profits of this kind of preceding years have 
been reduced or turned into losses since 1903. The depreciation of 
values beginning in 1903 brought about a healthful reaction in the policy 
of some companies. 

The Trust Company Still in the Formative Period. 

One thing that must strike the careful observer forcibly is that the 
trust company as an institution is stiU in the formative period. As has 
been already pointed out, it travels ahead of statute law, such laws 
usually being formulated to govern a business already established, rather 
than outlining a business to be put in operation, as was the case with the 
National Bank Act. As a consequence it is too early to determine the 
exact form into which experience will cause the trust company business 
to crystallize. 

That there is and ought to be a growing demand for more careful 
regulation and examination of trust companies in many States is evident, 
and the interests of both the public and the trust companies themselves 
will be subserved by a wise response to such demand. On the other hand, 
it would be a misfortune if unnecessary restrictions were imposed, which 
would result in preventing the trust companies from developing in har- 
mony With the changing conditions of our American life. In this power 
of adjustment to existing conditions lies the secret of the great success 
of these institutions, not only in making earnings for themselves, but as 
well in serving the general public. Those bankers who, feeling the com- 
petition of trust companies, wish to have the laws of various States 
amended so as to put the banks in better relative position, should bear 
this fact in mind. If changes are to be made in the laws, wisdom 
dictates that such changes be in the line of removing any needless re- 
strictions on the work of the banks, if such exist, rather than imposing 
any needless restrictions on the work of trust companies.^ ^ 

The fact is that, allowing for some exceptions, the methods of trust 
companies arc, on the whole^ sound business methods, attended with as 
much safety to the public and to the companies as those of the banks. 
Besides this they have the great advantage of being better adapted to 
present needs, and of being able to adapt themselves to new needs when 
they present themselves. 



67 See Guy Morrteon Walker: pamphlet on "Trust Companies," pp. 14-16. 
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CHAPTER III. 
THE OBOANIZATION OF TBUST OOBKPANIES. 

THE question as to whether there is a sufficient field for the organiza- 
tion of a new trust company in any given community is one which 
should be given careful study before steps are taken for such 
organization. During the flush times preceding the depression of 190$ 
and the panic of 1907 some trust companies were undoubtedly organized 
for which there was not a sufficient field. Many of them have passed 
out of existence^ involving losses to their stockholders. On the other 
lumd^ trust companies have been started in places where the conservatives 
could sec no possible chance for success, and have become prosperous and 
useful institutions. 

Whether the trust company form of organization is to be preferred to 
others must, of course, depend upon the circumstances of the time and 
place. The present tendency, however, is undoubtedly towards prefer- 
ring the trust company form except where the conditions clearly call for 
a National bank; and many State banks and incorporated Savings banks, 
as well as some National banks, are being changed to trust companies. Be- 
cause of their wide powers and of the privileges which they enjoy, these 
institutions often thrive where ordinary banks could not make a living. 

Elements Contributing to Success. 

The success of a new institution will depend very largely upon the 
men behind it. A poorly "backed" company will have difficulty in mak- 
ing a success even in a good field, while companies with the proper back- 
ing and officers have often prospered in fields that seemed fully occupied. 
If a new company is projected, therefore, the question of prime impor- 
tance at the start is. Who will be its stockholders, its directors, its officers ? 
Pirst of all, they should be men whose standing in the community is 
imquestioned — ^men of probity and character. Men who have money and 
nothing more may help the bank at the start, and may bring it much busi- 
ness, but they cannot help in building up business among the general 
public, whose confidence must be obtained before the new institution can 
meet with pronounced success. While this is conspicuously an age of 
money and money power, there are, fortunately, some thingps which mere 
money can not do, and one of them is to secure the confidence of the 
public. 

There is no substitute for character as a means of leading the people 
to put trust in a financial institution. 

The shareholders should be men whose interests lie in the community 
where the company is to be located, thereby insuring their continued sup- 
port of the enterprise after it is launched. An institution with good 
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prospects is almost always able to pick its stockholders, and should avoid 
mdmitting those who wish to subscribe merely as a speculation. Sab- 
•cribers are often required to pledge a certain amount of business to the 
new company for a given period, and to state what business they think 
they can bring from others. If the concern is to do a general business^ 
not confining itself to a specialty, the stockholders should be so selected 
as to represent as many different lines of business and professions as 
possible. Some difference of opinion exists as to whether it is better 
to have a large number of stockholders with few shares held by each, 
or to limit the number and increase the holdings. The former plan 
usually insures a larger group of customers from the starts and gives the 
general public more interest in the project. The latter plan permits of 
more unanimous and concerted action, and is sometimes of convenience. 
As a rule, however, the former plan is preferable. 

Steps Preliminary to the Organization. 

When it has been decided that a company shall be organized, a meet- 
ing should be called to discuss preliminary plans and to prepare papers 
in application for a charter. Blank forms for this purpose are usually 
supplied by the State banking department, where such a department ex- 
ists, or by the Secretary of State. In any case the forms should be pre- 
pared by a competent attorney, and his services should be utilized during 
all the proceedings until the company has begpin business. The minutes 
of the meetings should either be kept by him, or else be subject to his 
examination and approval. At this first meeting a committee should be 
appointed to receive subscriptions to the stock and to apportion the stock 
carefully among the bidders. 

From this point on the plan of procedure will depend upon the laws 
of the State in which the company is to be incorporated. Three plans of 
incorporation are in vogue. In some States trust companies are incor- 
porated only by special act of the Legislature, following the usual ante- 
bellum method of chartering State banks. In other States special laws 
for the incorporation of trust companies have been passed. In the re- 
maining States these companies must be organized under the general 
laws for the incorporation of banks or of corporations for profit. 

As an example of the procedure in those States having special laws 
for the incorporation of trust companies, that prescribed by the laws of 
the State of New York may be taken. 

Incorporation of Trust Companies in New York. 

Since 1887 most companies in the State have been incorporated under 
the general trust company law of that year, though some have been in- 
corporated under the old plan of a special act of the Legislature. Under 
the general law, thirteen or more persons may form such a corporation. 
They must fimt publish a notice of intention to organize a trust com- 
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pany, at least once a week for four weeks^ in a newspaper to be desig- 
nated by the Superintendent of Banks, in the city or town where such 
trust company is proposed to be located; and a copy of such notice must 
be sent at least fifteen days before the filing of the organisation certi- 
ficate^ to each trust company organized and doing business in the city or 
town where such company is proposed to be located. The State banking 
department furnishes a form for this notice^ which reads as follows: 

NOTICE OF INTENTION TO ORGANIZE. 

We, the undersigned, hereby give notice of our intention to organize a' trust 
company, under and pursuant to the laws of the State of New York, and in 
conformity with the statute in such case made and provided, we hereby specH^ 
and state as follows, to wit: 



First, The names of the proposed corporators are: 
Second, The name of the proposed trust company is 



Third, The location of the proposed trust company is to be . 

In witness whereof we have hereunto affixed our signatures this day 

of , 190—. 

(Here must be placed the signatures of the corporators.) 

The corporators, having complied with these requirements, must fur- 
nish proof of their having done so to the Superintendent of Banks. For 
the notices in the newspaper, ordinary proof of publication should be 
furnished. The department furnishes a form for the proof of service on 
the existing trust companies, as follows^ 

PROOF OF SERVICE OF NOTICE OF INTENTION TO ORGANIZE. 

State of New York, I 
County of | ss. 

, being duly sworn, deposes and says that he is upwards of twenty-one 

years of age, and resides at No. , in Uie city of ; that on the 

day of , 190 — , he served a copy of the annexed notice of intention to 

organise upon each trust company hereinafter named by mailing to each 

of such trust companies a true copy of said notice at the post office in the city 

of ,* inclosed in a sealed envelope and directed to each of such trust 

companies at its post office address, and prepaying the proper postage on each 
of said notices so mailed, as follows, to wit: 

(Here must follow the names of the said trust companies.) 

This document must be properly sworn to. 

The certificate of organization must next be filed with the Super- 
intendent of Banks, after the expiration of the required period as above 
stated. The form of such certificate reads as follows: 

CERTIFICATE OF ORGANIZATION OF . 



Know all men by these presents: 

That we, the undersigned, , , , 

all being persons of full age and citizens of the United States, and a majority 
of us being residents of the State of New York, do hereby associate ourselves 
together for the purpose of forming a trust company, under and pursuant to 
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the laws of the State of New York, and for such purpose we do hereby, under 
our resi>ectiye hands and seals, execute and duly acknowledge this organization 
certificate, in duplicate, and specifically state as follows, to wit: 

First, The name by which the coxporation shall be known is . 

Second, The place where its business is to be transacted is . 

Third, The amount of its capital stock is to be dollars, and the number 

of shares into which the same is to be divided is . 

Fourtl^ The name, residence and post office address of each member of the 
corporation are as follows: , , . 

(Here must be given the complete list of stockholders.) 

Fifth, The term of existence of the corporation is years. 

Sixth, the subscribers, the members of the said corporation, do, and each for 
himself does hereby, declare that he will accept the responsibilities and faith' 
fully discharge the duties of a director therein if elected to act as such when 
authorized in accordance with the provisions of the Banking Law of the State 
of New York. 

Ik witness whebeof^ We have hereunto set our hands and seals, and ex- 
ecuted this certificate in duplicate, this day of , 190 — . 

(Here must follow the signatures of the stockholders, and they must swear 
to same before a notary in the usual form.) 

Within sixty days after its acknowledgment^ this certificate, which, 
as stated must be executed in duplicate, must be filed, one copy in the 
office of the coimty clerk of the county wherein such trust company is 
proposed to be located, and one in the office of the Superintendent of 
Banks of the State. A certified copy of the duplicate filed with the 
county clerk must be sent to the Superintendent of Banks, that he may 
have official notice of the filing of said duplicate. 

The statute says: "Upon the receipt of any such organization cer* 
tificate in the office of the Superintendent of Banks, if it shall not be in 
form and substance, or duly and properly acknowledged, as herein re- 
quired, or shall not be accompanied by satisfactory evidence of the pub- 
lication and service in good faith of the notice of intention to organize, 
the Superintendent shall refuse to file such certificate until it shall be 
amended in conformity to the provisions of this article. If fulfilling all 
of the prescribed conditions, the Superintendent shall indorse the cer- 
tificate filed for examination, with the date of such indorsement." 

Having filed the certificate, the Superintendent is charged with the 
duty of ascertaining as best he can whether the public convenience and 
advantage would be promoted by the proposed trust company and 
whether the men behind it are fit and possess the confidence of the public. 
If he is not satisfied of such fitness and advantage, he must, within sixty 
days after the filing of the certificate with him, notify the county clerk 
that he refuses to issue a certificate of authorization for such trust com- 
pany. 

If he is so satisfied, he must issue the authorization certificate within 
sixty days from the filing of the organization certificate, provided the 
organization tax has been paid to the State Treasurer and a receipt 
therefor is shown, and provided that he has ascertained by an examination 
that the requisite capital of the proposed corporation has been fully 
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paid in^ in cash. The persons in charge of organizing the company must 
therefore see to it that these matters are attended to in season. The 
-company is forbidden to begin business until the authorization certificate 
from the Superintendent of Banks has been received; and it must also, 
before beginning active business, iile with the Superintendent a list of 
its stockholders, giving the name, residence, post office address and 
number of shares held by each of them respectively, which list must be 
verified by the two principal officers of the corporation. 

While these legal proceedings are being attended to, presumably by 
the attorney of the corporators, a large number of details must be looked 
-after by the man or men who are to be in active control of the company. 
Stock certificates must be ready to give to the stockholders when the 
45ubscriptions are fully paid. The seal of the company must be secured. 
The quarters for the company must be made ready, and the various 
books, records and blanks must be prepared. Arrangements must be 
made with the correspondents of the banking department. 

After organization, the first duty of the directors is the adoption of 
a set of by-laws and the election of officers. Before the actual election of 
officers, there is usually an understanding as to who the men in active 
control are to be. It saves much time and trouble if the by-laws are pre- 
pared in advance by some competent person. After organization, tiie 
-directors will of course make such changes in such by-laws as they see 
fit before adopting them, but they can work to much better purpose with 
an outline already drawn. 

By-Laws. 

The exact form of by-laws will of course vary greatly with different 
•companies, many details depending upon the size of the company, the 
probable character of its business, etc. Herewith are submitted the by- 
laws in use by a company in New York, having total assets of about 
eleven millions. They serve as a fair sample of the by-laws of a progress- 
ive, up-to-date company, but of course contain provisions peculiar to 
the company, and are perhaps longer and more detailed than 
usual. The article on officers and employees, in particular, is apt 
to be quite different in smaller companies. Often the Secretary and 
Treasurer is the head executive officer, the President being merely an 
honorary office. Sometimes one of the Vice-Presidents is the active head. 

BY-LAWS OF THE FRANKLIN TRUST COMPANY, OF THE CITY OF 
NEW YORK, BOROUGH OF BROOKLYN. 

Amended to and Adopted February 4, 190S; Amerced, December 9, 190S, 

ARTICLE I. 

Stockholders. 

Section 1, A regular annual meeting of the stockholders of the company 
-shall be held at its office at 10 o*clock a. m. on the second Wednesday of January 
in each year, or, if that be a legal holiday, then on the next business day, for 
the election of trustees in the class whose term of office shall then next expire; 
4ind for the transaction of such other business as may properly be brought bc- 
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fore the meeting. Such election shall be between the hours of 10 a. m. and 11 
a. m., and shall be advertised and conducted as provided for by law. 

Section 2, Special meetings of the stockholders shall be called and held in 
the cases provided by statute, and may be called and held whenever and as often 
as the President, a majority of the board of trustees, or of the executive com- 
mittee, may deem expedient; and it shall be the duty of the President to call 
such meetings upon the written request of the owners of record of a majority 
of the capital stock of the company. 

Section 3. In addition to such other notice, if any, as may be required 
from time to time by law, ten days* written or printed notice of the regular 
annual meeting and also of every special meeting of the stockholders shidl be 
served personally upon each stockholder of record, or mailed to such stockholder 
at his post office address as shown on the stock ledger, or published at least 
twice not more than twenty or less than ten days before the meeting, in some 
newspaper published in the Borough of Brooklyn, City of New York, and such 
notice of special meetings shall state the objects of the meeting. 

Section 4. The holders of record of not less than one- fourth of all the 
capital stock of the company issued and outstanding, represented in person or 
by proxy executed pursuant to the requirements of the General Corporation Law, 
shaU constitute a quorum for the transaction of business at any meeting of the 
stockholders except in the cases where otherwise provided by the General Cor- 
poration - Law ; but if there be less than a quorum represented at any meeting, 
the holders of a majority of the stock so represented present in person or by 
proxy may adjourn the meeting to some future date. 

Section 5. At any and all meetings of the stockholders, every registered 
owner of shares may vote in person or by proxy executed pursuant to the re- 
quirements of the General Corporation Law, one vote for each share owned by 
him and standing in his name, but no proxy shall be valid after the expiration 
of eleven months from the date of its execution, unless the member executing 
it shall have specified therein the length of time it is to continue in force, which 
shall be for some limited period. 

At all elections of trustees the voting shall be by ballot, and a plurality 
of the votes cast thereat shall elect. 

Section 6. The stockholders at each annual meeting shall also elect, or 
appoint, three persons, who shall not be trustees or officers of the company, and 
who need not be stockholders, to act as inspectors of election at all the follow- 
ing meetings of the stockholders until the close of the next annual meeting. If 
an inspector shall decline to serve, or neglect to attend any meeting, or his office 
shall become vacant, the President may appoint an inspector in his place. The 
inspectors of election shall take charge of the polls, and, after balloting, shall 
sign and acknowledge a certificate of the result of the vote taken, and shall 
return, file and verify statements and certificates in the special cases as pro- 
vided in the General Corporation Law. Each inspector before entering upon 
the performance of his duties shall be sworn to faithfully execute the duties of 
inspector at such meeting with strict impartiality and according to the best 
of his ability. 

ARTICLE II. 
Board of Trustees. 

Section 1. The business and affairs of the company shall be directed by a 
board of twenty trustees, who shall be elected by ballot in accordance with law 
at the annual meeting of the stockholders, six at the meeting of January, 1900, 
and every third year thereafter; and seven at the meeting of January, 1901, and 
every third year thereafter, and seven at the meeting of January, 1909, and every 
third year thereafter; the term of office of each class to commence on the next 
succeeding Wednesday at 9 a. m., and continue three years, or until their suc- 
cessors are elected and qualified. 

Each trustee must be a holder of record in his own name and right of at 
least twenty-five shares of the capital stock of the company, and when he ceases 
to hold or own said number of shares he shall thereupon cease to be a trustee. 
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Section 2, Whenever a vacancy shall occur in the board, by death, resigna- 
tion, or otherwise, in the interval between the annual meetings of the stock- 
holders, it shall be filled by the board for the remainder of the term, by election 
by ballot at a regular meeting, after nomination at a previous monthly meeting; 
or, if no such nomination has been made, after nomination by the executive 
committee at any regular meeting of such committee, held at least one week 
previous to such meeting of the board of trustees at which the election is to 
be held, and notice by the secretary of the proposed election shall be sent with 
the notice of the meeting at which it is to be held. 

Section S, There shall be a regular meeting of the board of trustees on 
the first Wednesday after the first Monday of every month, except January, 
when it shall be held on the third Wednesday, at 9 a. m., or at such other day 
or time as the board may from time to time appoint, to which a report shall 
be made by the President of the business and affairs of the company. At all 
regular meetings of the board the following shall be the order of business, unless 
changed by a vote of a majority of the trustees present: 

1. Calling the roll. 

9. Reading the minutes of the last regular meeting and of any special 
meeting or meetings held since the last regular meeting. 

3. Reading the minutes of the meetings of the executive committee since 

the last meeting of the board. 

4. Report of the President. 

5. Report of the Secretary. 

6. Reports of committees. 

7. Unfinished business. 

8. New business. 

Section 4- At the regular meeting of the board of trustees on the third 
Wednesday of January in each year, after reading the report of the inspectors 
of dection and calling the roll, the first business shall be the election of a Presi- 
dent, Vice-Presidents, and an Executive Committee; and whenever a vacancy shall 
occur in the office of President or either of the Vice-Presidents, or in the Ex- 
ecutive Committee, it shall be filled at a regular meeting of the board, or at a 
special meeting called for that purpose after notice in either case by the Secre- 
tary of the proposed election and the meeting at which it is to be held. Such 
elections shall be by ballot 

Special meetings of the board of trustees may be called at any time by the 
President, and shall be called by him upon written request of three trustees. 

ARTICLE III. 

EXECUTXVB COMMmXE. 

' Section 1. There shall be an executive committee consisting of the Presi- 
dent ex-officio and four trustees elected annually by the board of trustees, who 
shall organize by the election of their own chairman (who shall not be the 
President), and shall hold their offices until their successors are elected in 
their places. Vacancies in the committee shall be filled by the board of trustees. 

Section S, The executive committee shall have and exercise in the intervals 
between the meetings of the trustees all the powers of the board which can 
lawfully be delegated, and shall have general supervision of and direct the affairs 
and practical operation of the company. It shall superintend and advise all 
investments of the funds of the company, and of trust funds in charge of the 
company for investment, and shall supervise all special trusts; and no guardian- 
ship, receivership, or special trust, other than by orders of a court having 
jurisdiction, shall be accepted by the company without the committee's approba- 
tion and concurrence, except that in the intervals between the meetings of the 
committee such trusts may be accepted by the President upon approval by the 
counsel, such action to be reported at the next meeting of the committee. 

The executive committee may, in its discretion, authorize the President 
to make such loans and investments as are permitted by law and report the 
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same at its next following meeting, and its chairman shall, during the pleasure 
of the committee, have such power and perform such lawful acts as the com- 
mittee may deem necessary for the proper transaction of the current business 
of the company. 

Section S. The executive committee shall designate from time to time the 
banks or financial institutions in which deposits of the moneys of the company 
shall be made. 

Sectiop 4. The executive committee shall meet once every week, and at such 
other times as it may appoint, or may be called by the President or its chair- 
man. A majority of the committee shall form a quorum for business, and regp-. 
ular minutes of its proceedings shall be kept, which shall always be open to the 
inspection of any trustee, and shall be read at the following meeting of the 
board of trustees. 

Section 5, Subject to the approval of the board of trustees at its next 
following meeting, the executive committee may fix the compensation and define 
the duties not otherwise enumerated of the officers, clerks and employees of the 
company, who shall give such bonds as the committee may require as further 
provided for in Article VII., Section 1. All agents or employees of the com- 
pany shall be subject to removal by the executive committee, with or without 
assignment of cause or reason for such action. 

ARTICLE IV. 
ExAMiNiKG Committee. 

Section 1, There shall be an examination made in December and June 
of each year, of the books, accounts, cash, and securities of the company, by 
a committee to be appointed each half year by the board of trustees for that 
purpose, who shall report to the board the results of such examination, and sign 
and verify the semi-annual statement to the Banking Department required by 
statute, and the committee last appointed may make such other examinations at 
such other times as it may deem necessary. 

Section 2. Trustees while serving on the executive committee shall be in- 
eligible for appointment on the examining committee. 

ARTICLE V. 

Other Committees. 

Section 1. The board of trustees may from time to time direct the creation 
of other committees, and may appoint from among their number, or otherwise, 
such other committees, standing or special, as may be deemed proper, and may 
direct and delegate to any such committee such powers and duties as may 
seem expedient, and revoke the same and terminate such duties at pleasure. 

ARTICLE VI. 
*. Counsel. 

Section 1. Counsel shall be appointed by the executive committee, at stated 
annual compensation, for general advice to the officers, executive committee or 
board of trustees in the performance of their duties. 

Section S. In all cases of loans on bond and mortgage, excepting those 
where the title is guaranteed by a corporation approved by the board of trus- 
tees, an abstract of title, approved by the counsel of the company, shall be de- 
posited with the company. 

ARTICLE VII. 
Officers and Empix)yee8. 

Section 1. The officers of the company shall be a President, a Vice-President, 
a second Vice-President, a Secretary, two Assistant Secretaries and a Trust Offi- 
cer, all of whom, except the President, and Vice-Presidents, shall hold their 
respective offices during the pleasure of the board of trustees or of the executive 
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committee. The President and the Vice-Presidents shall be trustees of the com- 
pany, and shall hold their offices respectively for one year from the third Wednes- 
day of Januaiy in each year, and until others are elected in their stead. Bonds 
satisfactory to the executive committee, and in amount not less than ten thousand 
dollars, shall be given by the Secretary, Assistant Secretaries and Trust Officer, 
and not less than Ave thousand dollars by each clerk. New or additional securi- 
ties may at any time be required by the executive committee. 

Section £. The election of officers shall take place on the third Wednesday 
of January in each year as provided for in Article II, Section 4, and vacancies 
• shall be filled as therein provided for. The salaries or compensation of all 
officers and employees of the company shall be fixed by the executive committee, 
subject to the approval of the board of trustees as provided for in Article 
III., Section 5. 

Section S. The executive committee, subject to the approval of the board 
of trustees, may from time to time appoint, or authorize the President to appoint, 
such agents and employees as it may deem best, and may prescribe the duties 
of the officers, agents and employees of the company. All agents and employees 
of the company shall be subject to removal as provided for in Article III., 
Section 5. 

Section 4, The President shall be the chief executive of the company. He 
shall preside at all meetings of the stockholders and of the board of trustees, 
and he shall be a member ex-officio of all standing committees, except the 
examining committee. He shall have general charge, supervision and control 
of the business and affairs of the company, see to the proper and safe custody 
of the securities of the company and in its charge, subject, however, to the 
authority and control of the board of trustees and of the executive committee; 
and, subject to review of his action by said board and committee, he may appoint, 
suspend and discharge all agents and employees. He may call special meetings 
of the trustees whenever he may deem it proper, and shall call them whenever any 
three of the trustees shall request him in writing to do so, of which meetings 
at least one day's not|ce shall be given. 

Section 5. It shall be the duty of the President or a Vice-President to sign 
all certificates issued for deposits of money, and all checks drawn, except checks 
for dividends and coupons, which shall be signed by any two officers of the 
company; and to keep, or cause to be kept, a daily record of all moneys received 
and paid out by the company. He shall countersign or certify all bonds issued 
by the company as trustee. 

Whenever any stock shall be hypothecated with the company as security 
for a debt or loan, the President is authorised at his discretion to cause the 
transfer of same to the company. He shall also have power to make any and 
all transfers of the securities of the company, which may be authorized by the 
executive committee. 

He shall at all times exercise such general direction and supervision over 
the business of the compapy as its interests and security may require; and in 
all cases where the duties of the subordinate officers and agents of the company 
are not specially prescribed by the by-laws or resolutions of the board ef 
trustees or of the executive committee, they shall obey the orders and instructions 
of the President. 

Section 6. The President shall have the custody of the seal of the com- 
pany, and shall have the power to affix the same to certificates of the capital 
stock of the company; to certificates acknowledging satisfactions of judgments 
and mortgages and to assignments of mortgages; to releases of portions of 
mortgaged premises, to transfers and powers of attorney for the transfer of 
hypothecated stocks, and for the collection of interest and dividends; to legal 
proceedings; to any assignments of mortgages or stocks to the Superintendent 
of the Banking Department; also to all deeds and releases of any real estate, 
or portions thereof, which have been or may be conveyed to the company in or 
by any trust deed or mortgage, and to any contract in relation to any real 
estate or portions thereof, so conveyed, when such deed, release or contract is 
authorized or required by tlie provisions of said deed of trust of mortgage; to 
certificates of deposit; to receipts for money or property; to acceptances of ap- 
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pointment, as executor, administrator, guardian, receiver or other special trusty 
ordered by a court having jurisdiction, and to such transfers of the securities 
of the company as may be authorised by the executive committee. The seal 
of the company shall not be affixed to any other deed, conveyance or instrument 
whatever, unless by authority of the board or executive committee. 

Section 7. In the case of the death, absence, or disability of the President, 
his powers shall be exercised and his duties discharged by the Vice-President, and 
in Vke manner the second Vice-President shall have the powers and duties of 
the President, in the event of the absence or disability of the President and 
Vice-President; and in the event of the death, absence, or disability of the 
President, Vice-President and second Vice-President, the executive committee 
for the time being shall appoint one of their number to act as President until 
the board of trustees shall, by a majority vote of their number, appoint a trustee 
to act as President pro tempore. 

The said Vice-Presidents shall perform all such other duties as may be 
assigned to them from time to time by the board or the executive committee. 
One of the Vice-Presidents shall be a salaried officer of the company, and shall 
devote his entire time and attention to the business. He shall assist the Presi- 
dent, as he may be directed from time to time. He shall, under direction of 
the President, be charged with the administration of the business and affairs 
of the company. He shall have such other duties as may be prescribed by the 
board of trustees, the executive committee, or the President. 

Section ^?. The Secretary shall be the custodian of the records of the com- 
pany, unless otherwise provided by the by-laws, or directed by the board of 
trustees, or the executive committee. He shall keep the records of all votes 
and proceedings of the stockholders and of the board of trustees and of the 
executive committee in books kept for that purpose. He shall give due notice 
of all meetings of the stockholders and of the board of trustees and of the ex- 
ecutive committee. 

He shall supervise the receipts of all moneys, and the issuing of vouchers or 
certificates therefor, and shall keep a record daily of all such receipts and vouchers 
or certiftcates. He shall examine and countersign all checks for the payment of 
money, except checks for dividends and coupons, which shall be signed by any 
two officers of the company, and no money-voucher or certificate, except as be- 
fore provided, shall be issued from the office without his signature thereon. 

He shall supervise the deposits of all money lodged daily in bank, and com- 
pare the entry thereof with the book on its return from the bank, and also with 
the record of the receipts of the day. 

He shall have the custody, under the control and supervision of the President, 
or a Vice-President, of all securities lodged as collaterals for loans made by the 
company. 

Section 9. He shall also have the supenision of the stock and bond ledgers* 
and the proper filling out, completion and delivery of all certificates of stocks, 
taking the proper vouchers therefor — also the payments of all dividends. He 
shall perform such other duties as may be assigned to him by the Vice-Presi- 
dents, President, executive committee, or board of trustees. 

Section JO. The Assistant Secretaries shall assist the Secretary. 

In the absence or disability of the Secretary, an Assistant Secretary shall 
have the powers and perform the duties' of the office. The Assistant Secretaries 
shall perform such other duties as may be assigned to them by the Vice-Presi- 
dents, President, executive committee, or board of trustees. In case of the 
absence or disability of the* Secretary and both Assistant Secretaries, the Presi- 
dent shall designate such trustee, officer or employee of the company as he may 
deem proper to act as Secretary pro tempore, with the like powers and duties. 

Section 11, The Trust Officer shall give his special attention and supervision 
to the various trust accounts opened in the office, see that all entries of debits 
and credits are correctly made and properly registered, and all trust records 
properly made and kept. He shall have general charge of the transfers and 
registries of all stocks and bonds, the exchange of bonds, the payment of inter- 
est of all registered bonds and coupons paid at the office of the company. He 
shall countersign all trust checks issued, except coupon checks. He shall perform 
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such other duties as may be assigned to liim by ttie Vice-Presidents, President, 
executive committee, or board of trustees. In case of the absence or disabili^ 
of the Trust Officer, the President shall designate such trustee, officer or em- 
ployee of the company as he may deem proper to act as Trust Officer pro tempore, 
with the lilce powers and duties. 

ARTICLE VIII. 
Conduct of Busikess. 

Section 1. No loan on bond and mortgage shall be made without the ap- 
proval and concurrence of the President, and the executive committee, and in 
all cases of loans on bond and mortgage, except where the title is guaranteed 
by a corporation approved by the board of trustees, an abstract of title ap- 
proved by the counsel of the company shall be deposited with the company. 

All agreements or instruments of trust shall, when required by Uie Presi- 
dent, be examined and approved by the counsel of the company before the 
' acceptance or execution thereof. 

Section S. No loan shall be made to any member of the board of trustees 
or officer of the company. 

Section S, All moneys of the company, or under its charge, deposited in 
ftnancial institutions designated by the executive committee, shall be deposited 
therein to the credit of the company by its corporate name. 

Section 4* Every expense incurred or paid exceeding two hundred and 
fifty dollars shall be reported to the executive committee at its next meeting 
after the making of such obligation or disbursement. 

Section 6, Certificates of money received on deposit, specifying the dura- 
tion and terms of the deposit, shall be issued when required by the person making 
the deposit; but in such cases the money received, shall, when due, be payable 
only on the production of the original certificate, or its substitute if the original 
be lost or destroyed. 

All certificates of deposit previous to their being issued shall be registered 
in certificate books to be kept for that purpose, which books shall be prepared 
with sufficient stub-margins, in which each certificate shall be numbered, registered 
and described, and where all payments thereon shall be recorded; and all certifi- 
cates when paid in full shall be cancelled, defaced and filed away. 

Section 6, If any person shall apply for certificate of stock of the company, 
or a certificate of deposit, to be issued in lieu of one lost or destroyed, he 
shall make an affidavit of the facts and circumstances of the loss or destruction; 
he shall advertise in one or more daily public newspapers to be designated by 
the President, for the period of six weeks, twice in each week, an account of 
the loss or destruction, describing the certificate and calling upon all persons 
to show cause why a new certificate should not be issued in lieu of that lost or 
destroyed; and he shall file with the company his affidavits and the advertisement 
above required, with proof of its due publication, and shall give to the company 
his bond of indemnity with one or more sureties satisfactory to the President, 
in double the amount of the certificate, against any damage that may arise 
from issuing a new certificate; whereupon the President may issue a new certifi- 
cate of the same number and tenor as that said to be lost or destroyed, and 
specifying that it is in lieu thereof. 

Section 7. No interest on any bond and mortgage to the company shall be 
allowed to remain overdue longer than thirty days without a foreclosure or suit 
being ordered by the President, unless a longer delay shall be directed by the 
executive committee. And it shall be the duty of the Secretary to notify the 
executive committee of any such default in payment of interest or principal of 
any loan on bond and mortgage. 

Any other loan not paid at its maturity shall be reported by the Secretary 
to the executive committee at its meeting next following such default 

Section 8. Books of transfer shall be kept, in which all transfers of capital 
stock and of certificates of deposit, when assignable, shall be made and entered 
by the persons entitled to make such transfers, or by their attorneys; but no 
such transfer shall be permitted until the original certificate shall be surrendered 
and cancelled. 
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Section 9. The President, or such other trustee as may be designated for 
the purpose by resolution of the board of trustees or of the executive committee, 
may l>€x:ome a director or trustee in any corporation of which this company 
is a stoclcholder or creditor, for the purpose of representing therein the inter- 
ests of this company. 

ARTICLE IX. 
Capital Stock. 

Section 1, The interest or ownership of each shareholder of this company 
shall be evidenced by certificates of shares of the capital stock of the company. 
No certificate shall be valid unless signed by the President or one of the Vice- 
Presidents, and the Secretary or one of the Assistant Secretaries, and sealed 
with the company's seal. 

Section fS. All such certificates shall be issued in consecutive order from 
the certificate book, and shall be numbered and registered in the order in which 
they are issued, and on the stub of each certificate issued shall be entered the 
name of the person owning the shares represented by such certificate, with the 
number of shares and the date thereof, and in case of cancellation the date 
of cancellation. A receipt for each certificate issued shall be duly signed on or 
attached to the stub of the certificate boolc, and all certificates exchanged or 
surrendered shall be cancelled and pasted in their original places in the certifi- 
cate book, and no new certificate issued until the old certificate or certificates 
for the same number of shares shall have been surrendered and cancelled. 

Section S, Shares in the capital stock of the company shall be transferred 
only on the books of the company by the holder in person upon surrender and 
cancellation of certificates for a like number of shares, or by his attorney with 
like surrender and cancellation of such certificates with duly executed power to 
transfer, endorsed thereon or attached thereto^ 

Section 4, All certificates of stock issued by the company shall be counter- 
signed by such bank or other institution as shall be from time to time designated 
by the executive committee as registrar of transfers, and no certificate of stock 
shall be binding upon the company or have any validity until so countersigned. 

ARTICLE X. 
Dividends and Closing of Transfer Books. 

Section i. The board of trustees may declare dividends from the net 
profits of the company whenever they shall deem it expedient. 

Section £, The transfer books of the company shall be closed for such 
length of time as the board of trustees may from time to time determine as 
necessaiy before the payment of dividends, and before meetings of the stock- 
holders for elections. 

ARTICLE XI. 

Amendments to Bt-Laws. 

No new by-laws shall be adopted, nor shall any alteration be made in the 
by-laws, except upon notice stating the proposed amendment given at a previous 
reg^ar meeting of the board of trustees, or upon recommendation of the execu- 
tive committee, and notice mailed to each trustee not less than five days in 
advance of anf regular or special meeting of the board. 

The by-laws are drawn up by the directors of the company^ who have 
power to determine their form, provided, of course, that they are not 
contrary to law. In New York the capital stock **must be at least $500,- 
000; provided, however, that a corporation with a capital of not less than 
$200,000 may be organized in any city containing more than 100,000 in- 
habitants and less than 250,000 inhabitants, and a corporation may be 
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organized with a capital of not less than $150,000 in any city containing 
more than 'i5,Q00 inhabitants and less than 100,000 inhabitants, and 
with a capita] of at least $100,000 in a city or town the population of 
which does not exceed 25,000 inhabitants." 

The laws of New York prescribe that the number of directors must 
be not less than thirteen nor more than thirty; the exact number, withio 
these limits, being left for determination by the by-laws of each com- 
pany. The number necessary to form a quorum may be determined by 
the by-laws or organization certificate, but ''such quorum shall not be 
less than one-third of such board of directors, and in no case less than 
seven." No person can be a director who is not the holder of at least ten 
shares of the stock. "The persons named in the organization certificate^ 
or such of them respectively as shall become holders of at least ten 
shares of such stock, shall constitute the first board of directors, and 
may add to their number not exceeding the limit of thirty, and shall 
severally continue in office until others are elected to fill their respective 
places." Within six months from the commencement of business they 
must classify themselves, by lot, into three classes, as nearly equal a& 
may be. The term of office of the first class shall expire on the third 
Wednesday of January next following such classification; the term of 
the second class expires one year thereafter, and that of the third class 
two years thereafter. As the terms of the various members of the board 
expire, others are elected to fill their places by the stockholders, who 
may vote in person or by proxy. Proper notice of the regular meetings 
for such elections is required. If the stockholders fail to elect new mem- 
bers at the appointed time, the directors have power to fill the vacancies,, 
as well as to fill any vacancies occurring in the interval between elections. 
Each director ''shall take an oath that he will, so far as the duty devolves 
on him, diligently and honestly administer the afi'airs of such corpora- 
tion, and will not knowingly violate, or willingly permit to be violated,, 
any of the provisions of law applicable to such corporation, and that he 
is the owner in good faith, and in his own right, of the number of 
shares (ten) required by this section, subscribed by him or standing in 
his name on the books of the corporation, and that the same is not 
hypothecated or in any way pledged as security for any loan or debt." 
A certified copy of this oath must be transmitted to the Superintendent 
of Banks and filed and preserved in his office. 

Care in the Selection of Directors. % 

The choice of directors is a matter of supreme importance to the in- 
terests of the company. Unless they are men of known integrity and 
business capacity, the company will have difficulty in making a success. 
It has already been urged that the stockholders of the company should 
be men of good standing in the community, and the best men among 
these should be chosen as directors. Upon them will devolve the responsibil- 
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ity for the general management of the company. They vnll choose the 
officers who will have charge of the active management of the company," 
but both the stockholders and the public expect, and have right to ex- 
pect, that the directors will see to it that these officers manage the com- 
pany in the best way. No man has a right to accept the election as a 
director of a trust company who is not willing to give enough of his time 
and attention to know that matters are being properly conducted. One 
cannot too strongly deprecate the practice followed by some, of accept- 
ing places on such boards without intention of giving any thought or time 
to the trust thus accepted. Suits at law have been instituted against 
such careless officials when their inattention has permitted losses to stock- 
holders and depositors alike, and the laws of some States hold them re- 
sponsible. 

Whatever the legal aspect of the case may be, one who accepts such 
a trust and then gives it no attention, is morally guilty of criminal care- 
lessness. He jeopardizes the property of others, and perhaps the very 
means of subsistence of widows and orphans. 

Having completed the adoption of by-laws, decided the membership 
of the first board of directors, and chosen officers, and carried out the 
legal requirements already described, the organization of the trust com- 
pany is complete. While these things are being attended to, it is 
presumed, as already stated, that the material equipment of the company 
is being made ready by those who are to be in charge of it. The offices 
of the company will be more or less elaborate in their arrangements, ac- 
cording to circumstances. It is not often that too much money is spent 
in making the quarters attractive and convenient, both to customers and 
to the workers. The general public is certain to judge an institution 
largely by appearances, and an attractive looking suite of rooms is very 
apt to add largely to the success of the company. Much difference in 
the customs in this matter is observable in different cities. In some it is 
the usual thing for banks and trust companies to be equipped in elab- 
orate fashion. In such cities a new institution must, of course, see to it 
that its quarters compare favorably with others. In some cities com- 
paratively little attention is given to making the offices attractive and 
convenient. A new institution starting in such a city will manifestly be 
the gainer by starting an improvement in this matter. 

Many of the larger trust companies of to-day own their own build- 
ings, which are constructed specially for their use. The advisability of 
this depends largely upon local conditions, but in most communities has 
much to commend it. A building is an asset that people can see, and 
tends to give a feeling of confidence. 

The vaults of the company should be strictly up-to-date, and large 
enough not for the present only, but for probable future needs. The 
mistake of having them too small is much more common than that of 
having them too large. A trust company will ordinarily have use for a 
larger vault or vaults than an ordinary bank, because of the securities 
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-of others that must be cared for in addition to its own securities and 
records. If only one vault is erected, that part used by the banking de- 
partment should be separated by a grill from the portion used by the 
trust department. If a safety deposit department is to be conducted, of 
course a special equipment is necessary. 

Organization op Trust Companies by Special Charter. 

As already stated, trust companies in some States are incorporated 
only by special charter granted by the Legislature. In these States, 
after it has been decided to apply for a charter, a committee of the per- 
sons interested is appointed to draw up, under legal advice, an act of in- 
corporation involving such provisions as are wanted (being sure to 
specify a wide range of powers), and to arrange for the introduction of 
the bill to the Legislature by some member thereof. If the Legislature 
sees fit to grant the charter, either as presented or amended by the 
Legislature, the company is usually authorized to begin business as soon 
as it wishes after the passage of the act. 

Such special acts, in the absence of general laws regulating the busi- 
ness of trust companies, define the powers and limitations of the com- 
pany. If general laws for such regulation of trust companies exist in 
the State, then the special act merely names the corporators, creates them 
a corporation under the name chosen, and confers upon them the author- 
ity to transact a trust company business under the general laws in force 
relating to such corporations. 

The charters of companies established in the early years of the trust 
company movement have had added to them numerous amendments grant- 
ing larger powers, as the Legislatures became more liberal in such mat- 
ters. The amendments are passed by the Legislature in the form of 
special acts, and become part of the charter upon their formal accept- 
ance by the company. In cases where general laws regulating the busi- 
ness of trust companies have been passed subsequent to the granting of 
special charters, such general laws, or parts of them, become part of the 
charter of the company upon their acceptance by the latter. The follow- 
ing charter of a large Boston company,* doing both a banking and a 
trust business, will illustrate the usual form and scope of these special 
charters and of acts amending same: 

COMMONWEALTH OF MASSACHUSETTS. 

THE NEW ENGLAND TRUST COMPANY. 

Act of Incorporation, Granted April 22, 1869. 

Section 1. Nathaniel Thayer, John C. Lee, Benjamin T. Reed, their asso- 
ciates and successors, are hereby made a corporation by the name of "The New 
England Trust Company," to be located in the City of Boston, for the purpose 
of holding property in trust, and for other purposes hereinafter set forth; and 



• Trust companies In Massachusetts were formerly incorporated only by 
special act. They may now be incorporated under the general incorporation law 
for trust companies, signed by the Governor May 25, 1904. 
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subject to all the duties, restrictions and liabilities set forth in all general 
laws which now are or may hereafter be in force in relation to such corporations. 

CAPITAL. 

Section 3. The capital stock of said corporation shall be an amount not 
exceeding in the whole the sum of one million dollars (<is amended March SO, 
1871), divided into ten thousand shares of one hundred dollars each, and the 
same shall be paid for at such time and in such manner as the board of directors 
shall decide; provided, that no business shall be transacted by the corporation 
until the whole amount is subscribed for, and at least one hundred thousand 
dollars shall have been actually paid in and invested according to law, and no 
shares shall be issued nor dividends made until the par value of such shares shall 
have been actually paid in cash. 

POWERS. 

Sectiok 8. ITie said corporation shall have power to receive and hold 
moneys or property in trust or on deposit from courts of law or equity, includ- 
ing courts of probate and insolvency, executors, administrators, assignees, guard- 
ians, trustees, corporations or individuals, upon such terms or conditions as may 
be obtained or agreed upon. 

Section" 4. Any court of law or of equity, including courts of probate sifid 
Insolvency of this State, may, by decree or otherwise, direct any moneys or 
property under its control, or that may be paid into court by the parties to any 
legal proceedings, or which may be brought by reason of any order or judgment 
In equity or otherwise, to be deposited with said corporation upon such terms 
and subject to such instructions as may be deemed expedient by said court; 
provided, however, that said corporation shall not be required to assume or exe- 
cute any trust without its own assent. 

I INVESTMENTS. 

Section 5. It shall be lawful for said corporation to invest its capital and 
all the moneys intrusted to it, or in any way received by it, in the authorized 
loans of the United States, or of any of the New England States, or cities or 
towns of this Commonwealth; in the stock of national banks organized within 
this Commonwealth; in the first mortgage bonds of any railroad company which 
has earned and paid regular dividends for two years next preceding such invest- 
ment, or in the bonds of any such railroad company as is unincumbered by 
mortgage, or in the stock of such railroad companies incorporated by this State; 
and the said corporation may make loans upon mortgages on real estate within 
this Commonwealth, or upon the notes of corporations created under the laws 
of this Commonwealth, and the notes of individuals, with a sufficient pledge as 
collateral, of any of the aforesaid securities; but all real estate acquired by fore- 
closure of mortgages, or by levy of execution, shall be sold at public auction 
within two years of such foreclosure or levy. 

Amended Charter— Section 2, It shall be lawful for the said corporation to 
invest its capital, and all moneys held by it in trust, in the authorized loans of 
any of the counties, cities, or towns in any of the New England States, or 
to loan the same to this Commonwealth, or to any county, city or town therein; 
and said corporation may also invest such capital and moneys in any other 
securities in which savings banks now are or hereafter may be allowed to invest, 
and shall be subject to and governed by the provisions concerning savings banks 
which are contained in sections one hundred and forty-three and one hundred 
and forty-six of chapter 57 of the General Statutes.* 



• General Statutes, Chapter 57. 

Section 143. "No such corporation shall hold, both by way of Investment 
and as security for loans, more than one-half the capital stock of any bank, nor 
have more than seventy-five per cent, of Its deposits invested in mortgagres of 
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BANKING-HOUSE. 

Sectzok 6. Said corporation may hold real estate in the City of Boston, 
suitable for the transaction of its business, to an amount not exceeding two 
hundred thousand dollars. 

EXAMINATION BY SAVINGS BANK COMMISSIONER. 

SKcnoK 7. The said corporation shall semi-annually make a return to the 
Commissioner of Savings Banks of this Commonwealth, on or before the sec- 
ond Mondays of May or November, which shall be signed and sworn to by a 
majority of its board of directors, stating the full amount of its capital stock 
and of all moneys and property, in detail, in the possession or charge of said 
company, as deposits, trust funds, or for purposes of investment; and the Com- 
missioner of Savings Banks shall have the same access to the vaults, books, and 
papers of this corporation, and it shall be his duty to inspect, examine and inquire 
into its affairs, and to take proceedings In regard to them in the same manner 
and to the same extent as if this corporation were a savings bank, subject to all 
the general laws which now are or hereafter may be in force in relation to such 
institutions in this regard. 

TAXES. 

Sechok 8. Repealed by the amended charter, and the following substituted; 
. Section 8. Said corporation shall be subject to the provisions of chapter 
two hundred and eighty-three of the acts of the year eighteen hundred and sixty- 
five, and any acts now existing, or which may hereafter be passed in amendment 
or lieu thereof; it shall also, annually, between the first and tenth days of May, 
return to the tax commissioner a true statement, attested by the oath of some 
officer of the corporation, of all personal property held upon any trust on the 
first day of May, which would be taxable if held by an individual trustee residing 
in this Commonwealth, and the name of every city or town in this Commonwealth 
where any beneficiary resided on said day, and the aggregate amount of such 
property then held for all beneficiaries resident in each of such cities and towns, 
and also the aggregate amount held for beneficiaries not resident in this Com- 
monwealth, under the pains and penalties provided in section fourteen of chapter 
two hundred and eighty-three of the acts of the year eighteen hundred and sixty- 
five, and acts in amendment thereof, for corporations failing to make the returns 
provided by said act. Said corporation shall annually pay to the Treasurer of 
the Commonwealth a sum to be ascertained by assessment upon an amount equal to 
the total value of such property at a rate to be ascertained and determined by 
the tax commissioner, under section five of chapter two hundred and eighty-three 
of the acts of the year eighteen hundred and sixty-five and acts in amendment 
thereof. 

No taxes shall be assessed in any city or town for state, county, or town 
purposes, upon or in respect of any property held in trust as aforesaid; but 
such proportion of the sum so paid by said corporation, as corresponds to the 
amount of such property held for beneficiaries resident in this Commonwealth, 
shall be credited and paid to the several cities and towns where it appears, from 
the returns, or other evidence, that such beneficiaries resided on the first day 
of May next preceding, according to the aggregate amount so held in trust for 
beneficiaries residing in such cities and towns respectively; and, in regard to such 
tax so to be assessed and paid as aforesaid, said corporation shall be subject to 
sections eleven, twelve, thirteen, the last paragraph of section fifteen, and sec- 
tion seventeen, of chapter two hundred and eighty-three of the acts of the year 
eighteen hundred and sixty-flve and acts in amendment or lieu thereof, so far 
as the same are applicable thereto. 



real estate, nor invest more than ten per cent, thereof, and not to exceed one 
hundred thousand dollars, In the capital stock of any corporation." 

Section 146. "No member of a committee or officer of euch corporation 
charged with the duty of Investlngr its funds, shall borrow or use any portion 
thereof, be surety for loans to others, or In any manner, directly or Indirectly, 
be an obligor for money borrowed of or loaned by the corporation." 
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FINANCIAL AGENCIES. 

Sectiom- 9. The said corporation is also authorized to act as agent for the 
purpose of issuing, registering, or countersigning the certificates of stock, bonds, 
or other evidences of indebtedness of any corporation, association, municipality, 
state or public authority, and to receive and make payments on account of the 
same, on such terms as may be agreed upon. 

CHARTER PERPETUAL. 

Sectiok 10. This act shall take e£Fect upon its passage, and shall continue 
in force fifty yean, unless sooner modified or terminated by the Legislature. 

Amended a$ fellow* — Section 4. Section eight, and so much of section ten, 
of chapter one hundred and eighty-two of the acts of the year eighteen hundred 
and sixty-nine, m limite the existence of said corporation to fifty yeare, is hereby 
repealed. 

Amended Charter — Section 5. This act shall take effect whenever it shall 
be accepted by a vote of said corporation, at a meeting warned for the purpose. 

Within thirty days after such acceptance, a copy of the vote accepting the 
same; certified by and attested by the oath of the President, or one of the Vice- 
Presidents of the corporation, and the Secretary thereof, shall be filed in the 
otRce of the Secretary of State, and such certificate shall be conclusive evidence 
of such acceptance. 

The amended charter was duly accepted April 15, 1871, and the proper 
certificate filed. 

AN ACT 

To AMEND THE CHARTER OF THE NeW EkGLAXD TrUST CoMPAWT. 

Be it enacted by the Senate and House of Repreeentativee, in General Court 
aeeembled, and by the authority of the same, a$ follows: 

Section 9. The New England Trust Company may be appointed trustee 
under any will or instrument creating a trust, for the care and management of 
property, under the same circumstances, in the same manner, and subject to 
the same control by the court having jurisdiction of the same, as in the case of a 
legally-qualified person. The capital stock of said corporation, with the liabili- 
ties of the stockholders existing thereunder, shall be held as security for the 
faithful discharge of the duties undertaken by virtue of this act, and no surety 
shall be required upon the bonds filed by said corporation. In all proceedings 
in the probate court or elsewhere, connected with any authority exercised under 
this act, all accounts, returns, and Qther papers may be signed and sworn to in 
behalf of the corporation, by any officer thereof duly muthorised by it; and the 
answers and examinations, under oath of such officer, shall be received as the 
answers and examinations of the corporation, and the court may order and 
compel any and all officers of said corporation to answer and attend said 
examinations in the same manner as if they were parties to the proceedings or 
inquiry instead of the corporation; provided, however, that said corporation shall 
not be required to receive or hold any property or moneys or to execute any 
trust contrary to its own desire. 

Section 2. In the management of money and property held by it as trustee 
under the powers conferred in the foregoing section, said corporation shall in- 
vest the same in the general trust fund of the company; provided, that it shall 
be competent for the authority making the appointment to direct, upon con- 
ferring the same, whether such money and property shall be held separately or 
invested in the general trust fund of the company; and provided, also, that said 
corporation shall always be bound to follow, and be entirely governed by all 
directions contained in any will or instrument under which it may act. 

Section 3. No money, property, or securities received or held by said 
company under the provisions of this act shall be mingled with the investments 
of the capital stock or other moneys or property belonging to said corporation, 
or be liable for the debts or obligations thereof. 
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Section 4. The returns of said corporation required to be made to the 
Commissioners of Savings Banks shall be in the form of a trial balance of its 
books, and shall specify the different kinds of liabilities, and the different kinds 
of its assets, stating the amount of each kind, in accordance with a blank form 
to be furnished by said commissioners. And these returns shall be published 
in a newspaper of the City of Boston, at the expense of said corporation, and 
in the annual report of said commissioners. 

jSectiok 5. This act shall take effect upon its acceptance by said cor- 
poration, which acceptance, with the date thereof, shall within ten days there- 
after be certified by the President of the corporation to the Secretary of the 
Commonwealth. 

Approved May 16, 1877 » 

[Accepted by the corporation at special meeting, June 1, 1877.] 



AN ACT 
To ALLOW THE New Enoland Tmust Compaxt to hake Additional Ixvestmsktb. 
Be it enacted, etc., as follatee: 

Section 1. The New England Trust Company, incorporated under chapter 
one hundred and eighty-two of the acts of the year eighteen hundred and sixty- 
nine, may, in addition to the investments which it is authorised to make, invest 
the moneys intrusted to it, or in any way received by it, in the notes of manu- 
facturing corporations created by the laws of any of the New England States, 
the property of which is unincumbered by mortgage, and which have paid a div- 
idend for the two years next preceding such investment; also to take as collateral 
upon the notes of individuals, citizens of this state, for a period not exceed- 
ing four months, the bonds of cities in the United States containing at least 
one hundred thousand inhabitants, whose net indebtedness does not exceed five 
per cent, of the valuation of the taxable property therein, to be ascertained by 
the last preceding city valuation for the assessment of taxes, and selling in the 
market above par; provided, that said bonds shall be taken at not over eighty 
per cent, of the market value thereof. 

Section 2. This act shall take effect upon its acceptance by the New 
England Trust Company. Approved March 16, 1882, 

[Accepted AprU 10, 1882.] 

Where general laws regulating the trust company business are in 
force^ the special act^ as stated above^ may not recite the powers and 
limitations of the company in detail, but merely refer to the general law 
covering the case. The following is an illustration of such a special act: 

CHARTER OF THE FEDERAL TRUST COMPANY. 

COMMONWEALTH OF MASSACHUSETTS. 

Iw THE Year One Thousand Eight Hundbed and Ninety-Nine. 

AN ACT 

To Incorporate the Federal Trust Company. 

(Chapter 92, Acts of 1899.) 

Be it enacted by the Senate and House of Representatives in General Court 
assembled, and by the authority of the same, as follows: 

Section 1. James W. Kenney, Thomas B. Fitzpa trick, Josiah S. Dean, James 
M. Morrison, Charles J. Connelly, John W. Home, William J. Emerson, Thomas 
L. Jenks, Joseph B. Horton, Jeremiah C. Spillane, John J. Johnston, William 



Digitized by 



Google 



ORGANIZATION OF TRUST COMPANIES. 73 

J. Carlin, Pierce Powers, John E. Stanton, John B. FitEpatrick, Lawrence J. 
Logan, Thomas F. Galvin and Joseph H. O'Neil, their associates and successors, 
are hereby made a corporation under the name of the Federal Trust Company. 

Section 3. Said corporation shall have authority to establish and maintain 
a safe deposit and trust company in the City of Boston, with all the powers 
and privileges and subject to all the rights, duties, liabilities, and restrictions set 
forth in all general laws which now are or hereafter may be in force relating 
to such corporations. 

Sectiok 3. This act shall take effect upon its passage. 

Hou90 of Repre»entative9, February 14, 1899. 

JoHK L. Batbs^ Speaker, 

In those States and Territories whose laws make no special provisions 
for the incorporation of trust companies^ and where the system of special 
acts granting charters does not prevail^ such corporations are organized 
under the general incorporation laws or under the banking laws. The 
forms for such incorporation vary somewhat in the several States^ but the 
incorporation certificate^ which is forwarded to the Secretary of State^ 
usually specifies the names of the corporators^ the name of the proposed 
corporation^ its location^ its purpose, and powers desired^ the amount of 
its capital and number of shares into which it is divided^ and the date of 
the instrument The Secretary of State examines the certificate to make 
sure that it contains nothing inconsistent with the laws of the State, and 
if he finds that it is all right in this respect^ issues his certificate that the 
articles of incorporation have been filed, and that the company has au- 
thority to do business. 
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CHAPTER IV. 

TRUST 00MPAN7 LEGISLATION. 

DURING the past few years there has been an increasing activity 
among the State and Territorial lawmakers in the passage of laws 
relating to trust companies. At the meeting of the Trust Com- 
pany Section of The American Bankers' Association^ in 1897> it was 
stated that only nineteen of the States had general trust company laws.* 

In 1908^ all but three of the States and Territories had some sort of 
general legislation regarding trust companies^ though in several in- 
stances such legislation is very incomplete. In twenty-nine States and 
Territories^ trust companies are incorporated under and governed by 
general trust company laws; in eleven others^ trust companies are or- 
ganized under the general incorporation laws, but are governed by gen- 
eral trust company laws. In seven States, trust companies are incor- 
porated by special acts of the Legislatures. 

Florida, Nebraska and Nevada give no recognition to trust companies 
in their legislation. All three have trust companies in operation, how- 
ever, the number of such corporations reported in June, 1908, being as 
follows: Florida, 8; Nebraska, 9; Nevada, 5. In these States no dis- 
tinction is made between trust companies and other corporations, and 
they are formed under the general incorporation laws, or if they do a 
banking business, under the banking laws. 

In seven States, namely, Connecticut, Delaware, Maryland, New 
Hampshire, South Carolina, Vermont and Virginia, trust com- 
ipanies are incorporated by special acts of the Legislatures. These 
States have some general statutes relating to trust companies, placing 
them under the control of the State authorities, authorizing them 
to execute certain kinds of trusts and fixing methods of taxation; 
but in Virginia there is only a little of such legislation. In North Caro- 
lina trust companies were incorporated only by special acts until late in 
the year 1907, and in Rhode Island until 1908, since which time they may 
be incorporated under the general trust company law. Alabama, Maine 
and Massachusetts have only in recent years given up the incorporation 
by special acts for that by general statutes. Maryland formerly had a 
general law for the incorporation of trust companies, but this was re- 
pealed in 1890. The preamble of the act of repeal sets forth that be- 
cause of the changes in the character of trust companies since 1876 
(when the general law was passed), and on account of the incomplete- 
ness of the general law, it had been necessary to incorporate trust com- 
panies by special acts anyway, and that the latter method of incorpora- 
tion is a proper one. 



• Proceeding Trust Company Section, 1897, p. 158. 
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In lowa^ trust companies are organized under the general laws with 
trust powers only, or under the banking law if they are to undertake the 
banking business. Paragraph 1889 of the Code of 1895 gives trust com- 
panies limited Savings Bank powers, except companies organized prior to 
1 886, which seem to be authorized to do both banking and trust business. 
The laws of the State relating specifically to trust companies are very 
meagre. 

The following thirty-nine States and Territories have more or less 
•complete general trust company laws: Alabama, Arizona, Arkansas, 
California, Colorado, District of Columbia, Georgia, Hawaii, Idaho, 
Illinois, Indiana, Kansas, Kentucky, Louisiana, Maine, Massachusetts, 
Michigan, Minnesota, Mississippi, Missouri, Montana, New Jersey, New 
Mexico, New York, North Carolina, North Dakota, Ohio, Oklahoma, 
•^Oregon, Pennsylvania, Rhode Island, South Dakota, Tennessee, Texas, 
Utah, Washington, West Virginia, Wisconsin, Wyoming. 

Of the States and Territories in which trust companies are governed 
by general trust company laws, about two-thirds provide specially for 
their incorporation, while in the other third the organization is con- 
•ducted under the general incorporation laws. The minimum number of 
^corporators required varies from S to 25, the latter number being required 
in the District of Columbia, and the former in nine different States. 
Five is a favorite number, ten States fixing it as the minimum. The 
number required in New York is IS. 



Number of Directors Required. 

Many of the States stipulate the minimum number of directors that a 
trust company may have, a few also stipulating the maximum number. 
In Colorado and Washington, the number required is at least S ; in Mon- 
tana, from 3 to 25; in Idaho, Maine, New Jersey, New Mexico, South 
Dakota, Tennessee and Wisconsin, at least 5; in Georgia and Kansas, 
from 5 to 15; in Missouri, Oklahoma and Texas, from 5 to 25; in In- 
diana, at least 6; in Michigan, at least 7; in North Dakota, from 9 to 
15; in Minnesota, from 9 to 27; in the District of Columbia, from 9 to 
-80; and in New York, from IS to 30. 



The Amount of Capital Stock. 

The amount of capital stock which trust companies are required to 
have varies considerably in the different States and Territories, and is 
naturally smallest in States where the towns are apt to be small, — though 
this is by no means an invariable rule. In about half of the States 
having legislation on the subject, a definite minimum amount of capital 
is fixed without regard to the size of the town or city in which the com- 
pany is located. The other States arrange schedules in which the mini- 
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mum capital required is determined by the size of the place in which the 
company is situated.* 

Thus^ South Carolina fixes the minimum capital with which trust 
companies may be formed anywhere in the State at $25,000; Texas^ 
$50,000; Hawaii, $100,000, half paid; California, Georgia, Kansas, 
Louisiana, Mississippi, Missouri, Montana, New Jersey, New Mexico, 
North Dakota, Tennessee and West Virginia, $100,000; Ohio, $100,- 
000 or $125,000, according to business done; Pennsylvania, $125,000; 
Minnesota, $200,000, and the District of Columbia, $1,000,000. The 
following .States have schedules in which the minimum capital re- 
quirements range between the figures shown; Alabama, from $25,000 
to $100,000; Arkansas, $50,000 to $100,000; Colorado, $50,000 to $250,- 
000; Idaho, $10,000 to $100,000; Indiana, $25,000 to $100,000; Iowa, 
$10,000 to $50,000; Kentucky, $15,000 to $200,000; Maine, $25,000 to 
$150,000; Massachusetts, $100,000 to $200,000; Michigan, $150,000 to 
$300,000; New York, $100,000 to $500,000; North Carolina, $5,000 to 
$25,000; Oklahoma, $100,000 to $200,000; Oregon, $10,000 to $50,- 
000; South Dakota, $25,000 to $100,000; Utah, $25,000 to $100,000; 
Washington, $10,000 to $100,000; Wisconsin, $50,000 to $100,000; 
Wyoming, $10,000 to $100,000. It thus appears that the smallest mini- 
mum capital required is in North Carolina, where, in towns of 1500 
or less population, companies may be formed with a capital of $5,000; 
while the largest minimum is that of the District of Columbia, $1,000,- 
000. It should be added that the minima above given usually apply 
only to companies which actually undertake a trust business; the mini- 
mum often being smaller if the company does only a banking business. 

Most of the States do not place any maximum limit to the capital al- 
lowed, but a few do. The maximum limit is $1,000,000 in Kansas; $2,- 
000,000 in Georgia, Indiana, Minnesota, and Pennsylvania; $5,000,000 
in West Virginia, and $10,000,000 in Missouri, Montana and Texas. 

Powers and Capacities or Trust Companies. 

The powers, or capacities in which trust companies may act, are 
much the same in different States and Territories having general trust 
company laws, save in the extent to which a regular banking business 
may be conducted. Such companies possess, of course, the powers 
generally granted to all corporations. The special powers are usually 
enumerated in detail; and in those cases where they are not so enumer- 
ated there is usually a provision authorizing them to undertake "any 
lawful trusts" and to conduct all "such business as is usually carried on 
by such companies." 

There is evidence that the trust company laws of the State of New 
York have been taken as a guide in the construction of trust company 
laws in many of the other States. This resulted, no doubt, both from the 



• Details of these schedules, as well as of other matters here mentioned, are 
given in Chapter V. 
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fact that New York has long been the financial centre of the country, 
and because it was early in the field with a general trust company law, 
such a law having been passed in 1887. The fact that New York's laws 
have for many years served as guides in maiiy lines of legislation other 
than financial must also have had its influence. 

It will be useful to know in detail the provisions of the New York 
laws regarding the powers of trust companies, and the sections of the 
statutes giving these powers are therefore presented in full: 

POWERS OF TRUST COMPANIES IN NEW YORK. 
(As amended by Chapter 194, Acts of 1908.) 
Section 156. Powers of Corporation, — Upon the filing of any such certifi- 
cate of authorization of a trust company, the persons named therein and their 
successors shall thereupon and thereby become a corporation, and in addition 
to the powers conferred by the general corporation law and the stock corporation 
law, shall have power: 

1. To act as the ftscal or transfer agent of any state, municipality, body 
politic or corporation; and in such capacity to receive and disburse money, 
to transfer, register and countersign certificates of stock, bonds or other evi- 
dences of indebtedness, and to act as agent of any corporation, foreign or 
domestic, for any lawful purpose. 

2. To receive deposits of trust moneys, securities and other personal prop- 
erty from any person or corporation, and to loan money on real or personal 
securities. 

3. To lease, hold, purchase and convey any and all real property necessary 
in the transaction of its business, or which the purposes of the corporation may 
require, or which it shall acquire in satisfacty)n or partial satisfaction of debts, 
due the corporation, under sales, judgments or mortgages, or in settlement 
or partial settlement of debts due the corporation by any of its debtors. 

4. To act as trustee under any mortgage or bonds issued by any municipal- 
ity, body politic or corporation, and accept and execute any other municipal 
or corporate trust not inconsistent with the laws of this state. 

5. To accept trusts from and execute trusts for married women, in respect 
to their separate property, and to be their agent in the management of such 
property, or to transact any business in relation thereto. 

6. To act under the order or appointment of any court of record as 
guardian, receiver or trustee of the estate of any minor, and as depositary of 
any moneys paid into court, whether for the benefit of any such minor or other 
person, corporation or party. 

7. To take, accept and execute any and all such legal trusts, duties and 
powers in regard to the holding, management and disposition of any estate, real 
or personal, and the rents and profits thereof, or the sale thereof, as may be 
granted or confided to it by any court of record, or by any person, corporation, 
municipality or other authority; and it shall be accountable to all parties in 
interest for the faithful discharge of every such trust, duty or power which it 
may so accept. 

8. To take, accept and execute any and all trusts and powers of whatso- 
ever nature or description as may be conferred upon or intrusted or committed 
to it by any person or persons, or any body politic, corporation or other author- 
ity, by grant, assignment, transfer, devise, bequest or otherwise, or which may 
be intrusted or committed or transferred to it or vested in it by order of any 
court of record, or any surrogate, and to receive and take and hold any prop- 
erty or estate, real or personal, which may be the subject of any such trust. 

9. To purchase, invest in and sell stocks, bills of exchange, bonds and 
mortgages and other securities; and when moneys or securities for moneys are 
borrowed or received on deposit, or for investment, the bonds or obligations of 
the company may be given therefor, but it shall have no right to jssue bills 
to circulate as monev. 
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10. To be appointed and to accept the appointment of executor of or- 
trustee under the last will and testament, or administrator with or without the will' 
annexed, of the estate of any deceased person, and to be appointed and to act 
as the committee of the estates of lunatics, idiots, persons of unsound mind and. 
habitual drunkards. 

11. To exercise the powers and possess the privileges conferred on banks- 
and individual bankers by sections fifty-five and fifty-six of this chapter, subject to 
the restrictions contained in said sections. No such corporation shall have any 
right or power to make any contract, or to accept or to execute any trust what- 
ever, which it would not be lawful for any individual to make, accept or execute.. 
No loan exceeding in amount one-tenth of its capital stock shall be made by any 
such corporation (directly or indirectly), to any director or officer thereof, and no 
loan to such director or officer shall be made without the consent of a 
majority of the directors. No such corporation shall transact its ordinary busi- 
ness by branch office in any city not named in its certificate of incorporation or 
charter as the place where its business is to be transacted. No trust company 
shall open a branch office without first having obtained the written approval of the- 
superintendent of banks to the opening of such branch office, which written approval 
may be given or withheld in his discretioii, and shall not be given by him untU. 
he has ascertained to his satisfaction that the public convenience and advantage 
will be promoted by the opening of such branch office; and, provided further,, 
that no trust company in this state, or any officer or director thereof, shall open 
or maintain a branch office, unless the capital of such trust company actually 
paid in cash shall exceed the amount required by the law under which it was- 
incorporated by the sum of one hundred thousand dollars for each branch office 
so opened or maintained. Every trust company and every such officer or director 
opening a branch office without such written approval shall forfeit to the people 
of the state the sum of one thousand dollars for every week during which any 
branch office shall be maintained without such written approval. No foreign corpora- 
tion shall have or exercise in this state the power to receive deposits of trust 
moneys, securities and other personal property from any person or corporation, 
or any of the powers specified in sub-divisions one, four, five, six, seven, eight, 
ten and eleven of this section, nor have or maintain an office in this state for the 
transaction of, or transact directly or indirectly, any such or similar business. 

Section 157. When any such corporation is appointed executor in any last 
will or testomenl, the court or officer authorised to grant letters testamentary 
in this state shall, upon the proper application, grant letters testamentary thereon 
to such corporation. When application is made to any court or officer having 
authority to grant letters of administration with the will annexed upon the estate 
of any deceased person, and there is no person entitled to such letters who is 
qualified, competent, willing and able to accept such administration, such court 
or officer may, at the request of any party interested in the estate, grant such . 
letters of administration with the will annexed, to any such corporation. Any 
court or officer having authority to grant letters of guardianship of any infant, 
may, upon the same application as is required by law for the appointment of a 
guardian of such infant, appoint any such cor)>oration as guardian of tlie estate 
of sucl*. infant. i}ny court having jurisdiction to app<^nt a trustee, guardian, 
receiver or committee of the estate of a lunatic, idiot, or habitual drunkard, or 
to make any fiduciary appointment, may appoint any such corporation to be such • 
trustee, guardian, recei\er or committee, or to act in any other fiduciary capacity. 
All moneys brought into court by order or judgment of any court of record may 
be deposited with any such corporation, that has been designated by the comp- 
troller of the state of New York, as provided by the code of civil proceedure. 

By amendments passed in 1898 and 1901^ certain trust companies 
may add to the above powers those of safe deposit^ title insurance and 
credit guaranty. 

It will be seen that the powers here granted are very wide. Those 
fiduciary powers that are not specifically granted are conceded by the- 
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general power to accept appointment to act in "any other fiduciary 
capacity," so that in the State of New York a trust company may act in 
any fiduciary capacity in which a natural person may act. The same 
broad powers are given to trust companies in most of the ofher States 
having general trust company laws, and are included in the special 
charters in most of the States creating such companies by special acts. 
The banking powers granted in New York are exceptional, however, and 
are granted in less than half of the other States ; but by very liberal con- 
struction of the statutes trust companies frequently transact substantially 
a banking business in States where the statutes do not specify such 
powers. 

Of the powers usually granted to trust companies by the State laws, 
some may properly be looked upon as essential or natural to a "trust" 
or "trustee" company, while others are manifestly auxiliary to its essen- 
tial powers. In the former group would be included powers to act as 
trustee for any purpose, as executor, administrator, guardian, agent, etc. 
Other powers, such as banking, savings banking, safe deposit, fidelity and 
title insurance, etc., more or less closely allied to the business of the 
typical trust company, may be classed as auxiliary powers. 

That the legislators have taken some such view of the case is evident 
from a study of the powers granted. Both in the States having general 
trust company laws and in those which charter trust companies by spe- 
cial act of the Legislature, there is practicnl unanimity in the grant big 
of the powers included in the first group, while those in the second group, 
with tlic exception of safe deposit, are not so generally given. 

It is beyond the scope of the present inquiry to attempt to discuss 
the powers impliedly given to trust companies by the various statutes, or 
to assemble the decisions of the courts regarding the extent of such 
powers. But it will be useful to compare, briefly, the powers explicitly 
given to these companies by the States having general trust company 
laws. 

As already suggested, the greatest unanimity appears in the grant- 
ing of powers to act as trustee, as executor and administrator, as guard- 
ian, as agent, etc. 

The power to act as executor and administrator is specifically granted 
in all of the thirty-seven States named, except Kansas, Maine, Oregon 
and Wyoming. In Kansas it would seem to be impliedly granted by the 
wide general powers conferred. Wyoming permits the acceptance of 
"any trust in writing." Maine presents an interesting case. In this 
State trust companies may act as executor; but are expressly forbidden 
to act us administrator or as guardian, even if their special charters 
specifically grant such powers. The Oregon statutes do not enumerate 
the powers of trust companies. 

The power to act as guardian of minors, persons non compos mentis, 
etc., is specifically granted in all of the thirty-seven States named except 
Maine, Oregon and Wyoming. The guardianship of minors usually, and 
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of other persons always^ applies to the estate only. In most States the 
power named is to act "as gaardian of the estates/' etc.; in some, it is 
the indefinite power to "act as gaardian." California, Illinois, Louisiana, 
Massachusetts, Ohio and Tennessee specifically state that the guardian- 
ship of minors shall be of the estate only, and not of the person. On the 
other hand, power to act as guardian of both the estate and the person 
of minors is specifically given in Arkansas, Indiana, Kansas, Minnesota 
and Montana. In the District of Columbia, trust companies may act as 
guardian of the estate of a minor only with the consent of the guardian 
of the person. The limitation formerly specified in the New York stat- 
utes, providing that trust companies may act as guardian of the estates of 
minors, the income of which is one hundred dollars per annum or more, 
is also found in the statutes of Colorado and Georgia. 

Sixteen of the States and Territories specifically grant the power to 
accept and execute trusts for married women with respect to their 
separate estates. 

A power always included is that to act as trustee for various purposes. 
It is usually stated that the company may act as trustee for individuals, 
for corporations both public and private, for municipalities and States. 
The power to act as fiscal agent and as registrar and transfer agent is as 
a rule specifically given, as are also the powers to act as depositary of 
funds paid into court and of funds under the care of executors, admin* 
istrators, guardians, etc. ; to manage estates ; to receive trusts from courts ; 
to hold deposits of trust moneys; to act as receiver or assignee; to act 
as agent for the investment of money; to make loans on real or personal 
property; to deal in bonds, stocks and securities. 

Regulations Regarding the Holding of Real Estate. 

The regulations regarding the holding of real estate by trust com- 
panies are usually somewhat more liberal than those which govern the 
real estate holdings of National banks, but a few States, notably 
Louisiana and Michigan, make provisions almost identical with those of 
the National Banking Act. Most of the States grant the power to hold 
such real estate as is necessary for the transaction of the company's busi- 
ness, and such as it may acquire in settlement or partial settlement of 
debts due to it. While the intent usually appears to be to limit the hold- 
ings much as those of National banks are limited, the language is often 
such as to permit of a liberal construction. As an example of statutes 
permitting such liberal construction, that of New Jersey reads as follows: 
"To lease, hold, purchase and convey any and all real estate necessary 
for or convenient in the transaction of its business, or which the purposes 
of the corporation may require, or which it shall acquire in satisfaction 
or partial satisfaction of debts due the corporation under sales, judg- 
ments or mortgages, or in settlement or partial settlement of debts due 
the corporation by any of its debtors." 
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There are, however, great differences in the wording of the statutes 
in the different States and Territories relating to this matter, and it is 
not possible to form a correct idea of their purport without a separate 
and detailed account of the statutes in each State. Perhaps the widest 
powers of this kind are those of trust companies in Idaho and Pennsyl- 
vania, which, besides holding real estate that is the subject of title in- 
surance by them, have the right '*to purchase and sell real estate and 
take charge of the same," and in Utah, where they may "buy, sell or 
mortgage" real estate. 

The right to hold real estate in trust for others is of course included 
in the trust powers given to trust companies. 

Auxiliary Powers of Trust Companies. 

Of the powers usually looked upon as auxiliary to the main business 
of trust companies, that of conducting a safe-deposit business is the one 
which the States are most nearly unanimous in granting. Indeed, this 
business has come to be looked upon as being quite as essential to trust 
companies in the larger cities as any other function. 

The fidelity insurance business is specifically permitted to trust com- 
panies in about half of the States and Territories, while in a number of 
others trust companies are given more or less limited powers in the way 
of guaranteeing bonds and acting as surety for particular purposes. 
West Virginia specifically prohibits trust companies from acting as 
surety on bonds or guarantor for individuals, firms or corporations. 
Connecticut prohibits trust companies from engaging in any kind of in- 
surance business, except that certain companies already engaged in title 
insurance are allowed to continue. 

About a third of the States grant the specific power to trust compa- 
nies to conduct a title insurance business. In Pennsylvania trust com- 
panies are organized under the title insurance company law, which 
giants most of the trust powers. 

Banking Powers of Trust Companies. 

In view of the great extent to which trust companies engage in the 
business of both savings and commercial banking, the statutory pro- 
visions regarding the transaction of such business are of special interest. 
But even a cursory examination of the statutes reveals the fact that the 
power to conduct such business usually depends more upon the implied 
powers and upon the interpretation of the statutes than upon powers 
specifically granted. One is met at the outset by the question as to what 
constitutes banking powers as distinguished from trust powers in the 
handling of funds. There is evidence that the legislators themselves 
were in most cases not clear as to the extent to which they were permit- 
ting the banking business. In several States, as for example Colorado 
and Pennsylvania, trust companies are forbidden to engage in banking 
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"except as herein authorized;" while they seem to be authorized to un- 
dertake several important banking functions. In Colorado specific pow- 
ers are granted to receive demand deposits and to "purchase" bills of 
exchange^ etc.^ and to loan on real or personal security. The same 
powers are held by trust companies in Pennsylvania. The power to pur- 
chase commercial paper differs only in form from the power to discount 
it^ and not much ingenuity is required to do an actual discount business 
under these statutes, and such discounting in the form of purchase is 
widely carried on in Pennsylvania. 

So far, then, as the receiving of both demand and time deposits, the 
di^ounting of commercial paper and the making of loans on real and 
personal security constitute a banking business, trust companies in these 
States may do a banking business in spite of the apparent intention to 
forbid such business. 

Another interesting case is that of New Jersey. In this State trust 
companies are forbidden "to discount commercial paper;" but they have 
specific authority "to purchase, invest in and sell ♦ » » promissory 
notes, bills of exchange. * ♦ ♦ »' They also have specific authority 
to receive deposits subject to che^k. 

About twenty of the States and Territories appear to grant the 
specific power to purchase or discount commercial paper, while about the 
6ame number grant the specific power to receive both time and demand 
deposits. Unquestioned power to do a banking business is given in Ala- 
bama, Arkansas, Georgia, Idaho, Louisiana, Maine, Mississippi, Mon- 
tana, New York, North Carolina, Oregon, Tennessee, Texas, Utah^ 
Washington, West Virginia and Wyoming. In Ohio and Kentucky, 
while trust companies organized simply as such may not do banking, 
companies may be organized to do both kinds of business. An analogous 
case is that of Illinois, where banks may be given trust powers. In 
several other States the statutes readily permit the interpretation of 
granting banking powers. Indiana, Michigan, Minnesota and Wisconsin 
specifically prohibit banking. 

The fact is that it is a very difficult task to draw a hard and fast 
line between banking business and business in the handling of money 
that is purely and simply a trust business. Indeed, banking is itself, in 
a sense, a trust business. If extreme instances be taken, it is of course 
a simple matter to say that this is a trust business, and that is a banking 
business. But just where to draw the line between the two classes of 
functions is quite a different matter. When, therefore, the legislator sets 
before himself the task of forbidding trust companies to do a banking 
business, he must solve not only the problem of how to provide for the 
enforcement of the statutes he may devise, but also the more intricate 
problem of clearly distinguishing between that which he means to au- 
thorize and that which he means to forbid. On the whole, considering the 
difficulty of the problem, and the industrial conditions under which trust 
companies have developed, it is not surprising that trust companies in 
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roost States do a banking business in spite of the lack of specific 
authority. 

A noticeable thing about the powers usually granted to trust compa- 
nies is the evident intention to place them on an absolute par with nat- 
ural persons in their power to accept and execute trusts of every de- 
scription. In a considerable number of the States the statutes carefully 
provide that such corporations may accept and execute any trusts not 
inconsistent with the laws of the State and of the. United States^ "to the 
same extent and in the same manner as natural persons." 

Regarding the powers of trust companies in those States where their 
charters are granted only by special act of the Legislature^ it is not 
possible to speak in general terms without an examination of each and 
every such charter^ further than to say that as a general rule the powers 
so given are quite as wide and as varied as those given by general laws. 

In the few States in which no trust company laws exist, and where 
bpecial charters are not granted, considerable ingenuity has been neces- 
sary to carry on the trust business under the general corporation laws. 
Americans are not lacking in ingenm'ty, and the way has usually been 
found when needed. Thus, where the corporation had not the power to 
act as trustee, administrator, etc., individual directors or officers have 
taken such appointments, the companies have furnished the necessary 
security, and the business in its details has been performed by the com- 
pany. In the State of Washington, before the passage (in 1903) of the 
Trust Company Law, some of the courts held, contrary to the usual legal 
ruling, that trust companies, being created artificial "persons," were 
therefore endowed with the powers of natural "persons." The well- 
established principle of the common law is that corporations possess only 
such powers as are specifically granted in their charters. 

Statutory Provisions for the Regulation of Trust Companies. 

Statutes intended to throw safeguards about the prosecution of the 
business of trust companies are found in a majority of the States and 
Territories having general trust company laws, and also among a num- 
ber of the States in which such corporations are chartered by special acts 
of the Legislatures. 

The methods commonly relied upon in such statutory attempts at reg- 
ulation and supervision include provisions for a capital adequate to sup- 
port the probable credit operations of the company and to provide secur- 
ity for its creditors; the accumulation of a surplus fund, to supplement 
the good accomplished by the provision for adequate capital; the double 
liability of stockholders; deposit with State authorities by the trust com- 
pany of moneys or securities to be held in trust for the security of cred- 
itors of the trust department; restrictions on loans, on investments, on 
general liabilities and on the manner of conducting the trust business; a 
sufficient reserve fund; supervision by State officials, through reports of 
condition, and examinations. 
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Few States attempt all these methods of regulation, and the lack of 
uuiformitv in the State laws in this particular is noticeable and regret- 
table. 

The suggestion has been made that Federal control of trust compa- 
nies would be of advantage, especially to the end of securing uniformity 
in the laws governing such corporations. Doubt has been expressed 
whether, in view of the diversity of conditions existing in the various 
States and Territories, a uniform law is desirable, the opinion being held 
by many that to place all trust companies under uniform restraint, irre- 
spective of local conditions, would unduly restrict the operations of these 
corporations. However this may be, a uniform law seems to be imprac- 
ticable for other reasons. It seems possible, however, that effectual reg- 
ulation might be obtained by concerted action on the part of trust com- 
pany officials and their associations. The matter has already engaged 
the attention of the Trust Company Section of the American Bankers' 
Association. 

The provisions of the various States and Territories regarding the 
minimum capital with which trust companies may be organized have al- 
ready been discussed. It need only be added now that for the most part 
the provisions in this matter are all that could be expected. In most 
cases, the minimum capital required could hardly be raised without prac- 
tically prohibiting the organization of trust companies. It is generally 
recognized that trust companies ought to have a larger capitalization 
than banks, and the amount required usually compares very favorably 
with that 'required for both State and National banks in the same com- 
munities; the minimum capital being as a rule from two to ten times as 
large as that required of State banks. In not over half a dozen States 
is the capital of trust companies as low as that of State banks. 

The accumulation of a surplus fund is a proceeding that trust com- 
panies in most communities adopt as a matter of course, being impelled 
thereto by the manifest advantages of such a step as a measure of safety 
and as a means of gaining business in competition with other companies 
having large surplus funds. Perhaps it is on this account that the legis- 
lators have not generally considered it necessary to place in the statutes 
a requirement for the accumulation of such a fund, although it may also 
be explained by the other provisions for safety adopted, which may have 
been thought ample in many cases. At any rate, only a minority of the 
States and Territories require the accumulation of a surplus fund by 
trust companies. Idaho, Louisiana, Michigan, New Mexico, New York, 
New Jersey, Ohio, Oregon, Washington and West Virginia require that 
before a dividend is declared one-tenth of the net earnings shall be car- 
ried to a surplus fund until such fund amounts to 20 per centum of the 
capital. Kansas and Texas require that the same percentage of earnings 
be carried to surplus fund until the latter equals one-half of the capital, 
and South Dakota, until it equals 30 per centum of the capital. Missouri 
requires that one-tenth of the net earnings be carried to a "guaranty" 
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fundy until the fund equals the capital. Only a few other States have 
provisions of this kind. 

In some States^ the double liability of stockholders^ t. e., the provision 
that stockholders shall be liable for the debts of the corporation to an 
amount equal to the par value of their stock, in addition to full payment 
for such stock — applies to all corporations, trust companies among 
them. This was the case im Ohio^ until in 1903, by vote of the people, an 
amendment to the constitution removing such double liability was carried. 
Just how this affects companies already existing is a question for the 
courts to decide. At present the laws apply the double liability of stock- 
holders to trust companies in Colorado, the District of Columbia, Geor- 
gia, Idaho, Illinois (if doing banking business), Indiana, Iowa, Kansas, 
Kentucky, Maine, Maryland, Massachusetts, Michigan, Minnesota (con- 
stitutional requirement), Montana. New York, North Carolina, Rhode 
island, South Carolina (if doing banking), South Dakota, Utah, Texas, 
Vermont, Washington, West Virginia and Wyoming. 

Sixteen of the States require trust companies to deposit cash or se- 
curities of a specified character with State officials, to be held in trust 
as security for the company's creditors. As a rule these deposits are for 
the special protection of creditors of the trust department, and in such 
cases the deposit is ordinarily not required unless the company under- 
takes such trusts as those of executor, administrator^ guardian, etc. A 
few of the States, however, make this deposit a protection to all of the 
company's creditors, and require such deposit before the company is 
authorized to do business. The income from such deposits goes to the 
company so long as it is solvent. In several States the deposit is stated 
to be in lieu of giving special bolid or security in the case of each trust, 
and need not be made if the company elects to give such special bonds 
instead. The amount of the deposit is $50,000 in North Dakota, Okla* 
homa and Texas; $100,000 in California; $£00,000 in Missouri. In Illi- 
nois it is $200,000 in cities of 100,000 or more inhabitants, and $50,000 
in smaller cities. In Michigan, it is fifty per cent, of the capital, but 
not more than $£00,000 in amount; in Wisconsin, fifty per cent, of the 
capita], but not more than $100,000 in amount. The District of Colum- 
bia requires a deposit to the amount of one-fourth of the capital. Min- 
nesota requires the deposit to be at least $50,000, and not less than one- 
fourth of the capital. In New Jersey tlie securities so deposited must 
equal in value at least one-fifth of the liabilities incurred as assignee, re- 
ceiver, administrator, guardian or trustee, unless the deposit amounts to 
at least $100,000, in which case it need be only one-tenth of such liabili- 
ties. The amoimt of the deposit in New Mexico is from $50,000 to 
$£00,000. In New York it must amount to ten per cent, of the paid-up 
capital, but not less than $100,000 in amount in cities whose population 
exceeds one hundred thousand, $50,000 in cities of from one hundred 
tliousand to five hundred thousand, $30,000 in cities of from twenty-five 
to one hundred thousand, and $20,000 in smaller places. Maryland re- 
quires fifteen per cent, of the capital, and not less than $30,000 in 
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amount; Virginia, five per cent, of the capital, and not less than $1S,500 
nor more than $25,000 in amount. In Ohio, the amount is $100,000 for 
companies whose capital is more than $200,000, and $50,000 for wTuailer 
companies. Instead of a deposit, South Dakota requires trust companies^ 
before undertaking any trust, to furnish a bond in favor of the State in 
an amount equal to the capital. 

Restrictions in Relation to Loans. 

The majority of the States having any kind of trust company legis- 
lation p]ace restrictions on trust companies regarding their loans, their 
investments or their total liabilities. Such restrictions vary greatly in the 
different States, being quite ample in some, and very met^re in others. 
The most common provisions are those forbidding trust companies to 
make loans on their own stock as security, and to make loans to their 
directors, ofHcers or employees. Where the classes of investments for 
capital and trust funds are specified, the investments permitted are 
usually in municipal bonds, railroad bonds and mortgages secured by 
ample margin on real estate. Tlie provision that neither the deposits 
nor the loans may be allowed to exceed ten times the amount of the paid- 
up capital and surplus is found in the statutes of California, Illinois and 
Maryland; but in the last-named State it does not apply to funds depos- 
ited by order of the courts. Colorado forbids trust companies to invest 
in the stocks or bonds of private incorporated companies. Among other 
provisions sometimes found are those limiting the amount of loans to one 
person, firm or corporation, the limit often being ten per cent, of the 
capital and surplus, except that on loans secured by collateral it may be 
twenty per cent. 

Many of the States provide that trust funds and accounts must be 
kept separate from all other funds and accounts of the company. 

Largely as a result of efforts made by the American Bankers' Asso- 
ciation, statutes have been passed in a number of States forbidding the 
use of the word "trust" in titles by any but regularh" organized trust 
companies. The following now have legislation of this character: 
Alabama, California, Colorado, Connecticut, Hawaii, Indiana, Iowa, Kan- 
sas, Maine, Massachusetts, Minnesota, Mississippi, Montana^ New Jersey, 
New York, Oregon, Rhode Island, Texas, Washingtoi\, West Virginia, 
Wisconsin and Wyoming. 

Trust Company Reserves. 

The question of trust company reserves is of special interest. The 
fact that trust companies compete to so great an extent with banks has 
resulted in a growing demand from the banks especially, and from the 
general public to some extent, that trust companies be placed under the 
same regulations as banks, particularly in the requirement of a reserve 
fund. The battle over this point has been waged with special fierceness 
in New York, where, until 1908, there was no provision for reserves of 
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trust companies. That there is need for such agitation is shown by the fact 
that about a third of the States and Territories have no satisfactory re- 
quirements regarding reserves. This does not mean^ of course^ that trust 
companies in these States do not actually keep reserve funds^ for 
the unwitten laws of business and of competition are quite as insistent 
upon obedience as are the laws of the statute books. The best-* 
managed companies everywhere keep as large reserves as their 
business demands; and it is for the poorly-managed concerns that the 
statutory provisions are necessary^ just as criminal laws are needed^ not 
for the law-abiding people^ but for the lawless. If the wisdom of State 
regulation in any particulars is conceded^ the necessity of a requirement 
for an adequate reserve fund certainly must be. 

An examination of the statutes shows that where the question has 
been taken up and acted upon by the State legislators^ the opinion has 
quite generally prevailed that the reserve required to be kept by trust 
companies ought to be about the same as that required of State banks. 

The following table shows the reserves required of trust companies 
in various States. Except where otherwise stated^ the percentages refer 
to the ratio of reserve to aggregate deposits. In some cases the reserve 
named in the table applies to trust companies only when they do a bank- 
ing business; in which case it is frequently the same as for banks. 

Alabama 15%, Q-5 in cash. 

California 20% in cities of 900,000 or more; 15% elsewhere: % in cash. 

Connecticut 15%, 4-15 in cash. 

Idaho 15%, ^ in cash. 

Kansas 2S% of demand, 10% of time deposits. 

Louisiana 36% of demand deposits, 8% in cash. 

Maine 15% of deposits payable on demand or within ten days. 

Massachusetts In Boston, 90% of aggregate deposits less time deposits not pay- 
able within thir^ days; elsewhere, 15% of same; 9-5 in 
cash. Reserve companies in Boston, ^ in cash. 

Michigan 90% of "Matured obligations and money due and payable.** % in 

cash. 

Missouri 15% of demand deposits. 

Montana 15%. 

New Jersey 15% of demand deposits, 1-5 in cash. 

New Mexico 15% of liabilities, less deposit with Territory. 2-5 in cash. 

New York Reserves are figured on aggregate deposits less trust funds, time 
deposits not payable within thirty days, and deposits secured 
by New York State bonds. 
In 'New York city, borough of Manhattan, 15%, all in cash. 
In New York city, other boroughs, 15%, 9-3 in cash. 
Elsewhere in state, 10%, ^ in cash. 

North Carolina 15%, 9-5 in cash. 

Ohio 15%, 6% of demand and 4% of time deposits in cash. 

Oregon 15% of demand and 10% of time deposits, in cities of less than 

50,000; elsewhere, 95% of demand and 10% of time deposits. 
1-3 in cash. 

Pennsylvania 15% of demand and 7%% of time deposits, 1-3 in cash. 

Rhode Island 15%, 9-5 in cash. (Savings department excepted.) 

South Dakota 95% of demand and 10% of time deposits. 

Texas 95% of demand deposits, 1-10 in cash. 

Washington 20% of demand deposits. 

West Virginia 15% of demand deposits, 2-5 in cash. 

Wyoming S5%, 
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Reports and Examinatioxb. 

Whatever restrictions are placed upon these corporations by the 
statutes^ such restrictions must evidently be of little avail in the cases of 
those companies which are inclined to evade the law, unless means be 
provided of keeping the Stdte officials acquainted with the way in which 
their business is being conducted. The natural ways of accomplishing 
this result are by means of frequent reports and of examinations. The 
value of reports is of course in direct ratio to the honesty and frankness 
of the officials of the company making such report, and their usefulness, 
therefore becomes slight when made by dishonest officers. It is a matter 
of common knowledge that reports may be easily "doctored" so as to- 
make an insolvent institution appear very prosperous, and that the last, 
reports published by defunct companies usually indicate a sound condi- 
tion. But if the requirement of reports be made in connection with fre- 
quent examinations which reveal the truthfulness or untruthfulness of 
. the reports, they serve a useful purpose. 

The laws now require trust companies to furnish reports in over 
forty of the States and Territories. The frequency of such reports varies 
from one to five times per annum; and in the States having the most 
carefully prepared laws on the subject, special reports may be called 
for at any time by the State official to whom the reports are made. In 
Tennessee the reports are not made to any official, but are merely pub- 
lished in a newspaper. A number of the States designate the character 
of the information to be given in the reports, and some of them specify 
in detail and at some length the exact form required for such reports,, 
the form in a few States requiring a complete list of all investments, and 
a description of the property held in trust. The completeness of these 
reports is in striking contrast with the meagreness of those which satisfy 
the requirements of the law in some of the States, where the provisions 
on the subject are most unsatisfactory. Most of the States which re- 
quire reports provide that they roust be published in a local newspaper. 

Trust companies are liable to some sort of an examination by State 
officials in about forty of the States ; but in about one- fourth of these the 
examinations need not be made periodically, but only at the discretion 
of an official who very probably has little time or inclination for the 
work, so that companies may go for years without examination. In all 
of the States the courts probably have the right to investigate a trust 
company's handling of trusts committed to them by such courts to the 
same extent as though the trusts were committed to individuals. Thia 
right is specifically mentioned in a majority of the States. A few States 
also provide that the books of the company shall be open to inspection 
by persons interested in any trust held by the company. 

Where periodical examinations are required, their frequency is either 
once or twice per annum, with special examinations at any time at the 
discretion of the examining official. 
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The State officials under whose supervision trust companies are placed 
in the different States vary greatly. Where a State banking department 
is in existence, the head of that department has supervision of trust com- 
panies. In a few States this duty is entrusted to the State Insurance 
Commissioner. In other States it is exercised by the State Auditor, the 
State Treasurer, or the Secretary of State. In the District of Columbia 
the Comptroller of the Currency has supervision of trust companies. 

In over a dozen States trust companies are under practically the same 
regulations regarding reports, examinations, etc., as the State banks. 

The principle of State supervision of banks, insurance companies 
and other financial institutions is pretty thoroughly established in this 
country, although there are those whose strong objections to "paternal- 
ism" in government lead them to look with disfavor upon such super- 
vision. The excellent record of the National banking system certainly 
affords strong argument for Government supervision of banks. This is 
perhaps not the place to discuss the general question; but if the prin- 
ciple of supervision is accepted, as in the writer's opinion it ought to be, 
there is certainly great room for improvement in the laws of most of the 
States and Territories in the regulation and supervision of trust compa- 
nies. Less than one-half of them can be said to have satisfactory stat- 
utes for the control of such institutions. 

On the other hand, it may be said with much truth that great prog- 
ress has been made, and that, considering the short time that trust com- 
panies have been a factor in the financial world, the progress has been 
quite remarkable. It took many years to develop our banking systems 
out of the chaotic conditions of the first half of the nineteenth century. 
Then, too, the attitude of the trust companies themselves promises much 
for rapid advancement in legislation regarding them. The great major- 
ity of the leading companies welcome the placing of greater safeguards 
about the business. In a number of instances legislation designed to 
regulate trust companies has come through the agitation of the subject 
by the trust companies themselves. Many trust companies in States 
where the laws do not require examinations are in the habit of having 
their business thoroughly examined by expert accountants. 
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CHAPTER V. 

SXTMMABY OF STATE AND TERBItORIAL LAWS BELATINO 
TO TRUST COMPANIES. 

The aim in the preparation of tliis summary has been to include the essen- 
tial facts, greatly condensed, of the laws of the several States and Territories 
specifically relating to trust companies. Effort has been made to have it 
correct as far as it goes, and to include the latest legislation on the subject 
The scope of the work is, however, limited to a summary of statutes specifi- 
cally relating to trust companies, and no effort has hcca made to include 
reference to all corporation or banlcing laws that might be construed as applying 
to trust companies. 

The writer wishes to aclcnowledge his indebtedness to ofllcials of the vari- 
ous States and Territories for copies of State and Territorial laws on the 
subject and for information furnished; and also to E. A. Feasel, Librarian of 
the Cleveland Law Library, for courtesies extended in the use of the library, 
'wrjlthout which the preparation of this summary would have been impossible. 

Al\rama. 

THREE or more persons may incorporate for the purpose of carrying 
on any lawful business^ under the Business Corporation Act, sec- 
tion 16 of which defines the powers of banks and trust companies 
(luiug a banking business. The powers specified are to do a regular bank- 
ing business, including discounting; to make loans of all kinds; to issue 
bills to circulate as money, upon the terms prescribed in the Constitution 
of the State ; to become trustees for any purpose ; to be appointed and to 
act as executors, administrators, guardians and receivers; and to "do any 
business and exercise any powers incident to the business of trust com- 
panies doing a banking business." Married women and children may 
control their own deposits. Stockholders are not subject to double lia- 
bility. Stockholders have the right of access to the books and records at 
reasonable and proper times. Trust companies may consolidate with 
other banks or trust companies. 

Reports according to a form prescribed by him must be made to the 
State Treasurer not less than twice each year, such reports to be as of 
any past day specified by the Treasurer. They must be published in a 
local paper. The State Bank Examiner, who is under the .direction of 
the State Treasurer, must examine each company at least once a year, 
without previous notice, and oftener if so directed by the State Treas- 
urer. The capital required is $25,000 in towns of less than 5,000 inhab- 
itants; $75,000 in cities of from 5,000 to 30,000; $100,000 in larger cities. 
The reserve required is 1 5 per centum, of which two-fifths must be in cash 
in vaults. Loans may not be made to ofiicers or employees "without good 
security." Loans to one party may not exceed 10 per centum of the capi- 
tal, surplus and undivided profits, unless amply secured by good collat- 
eral or approved by a majority of the board of directors. 
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Prior to the passage of the above-named Act, in 1 903, trust compa- 
nies were chartered by special acts of the Legislature, and such charters 
usually grant ample powers. 

(General Laws IPOS, Nos. $9^ and 522; Laws 1907, No. 2*8.) 

Arizona. 

Trust companies are incorporated under the general incorporation 
law, under wliich any number of persons may associate /or incorporation 
"for the transaction of any lawful business." The trust company law is 
found in the Acts of 1903, No. 3L Powers specified, to act as executor, 
administrator, guardian, trustee, or guardian of the estate of a lunatic, 
idiot, minor, "or to act in any other fiduciary capacity as if it were a 
natural person." The articles of incorporation must authorize such 
powers. The courts are given power to make such appointments. Such 
courts or officers making appointments may require the company to give 
such security as they deem proper, and to make orders regarding the 
trusts committed to them and to require all accounts that they might re- 
quire of a natural person acting in the same capacity. Trust companies 
are forbidden to make loans on their capital stock, or to purchase same 
except to. prevent losses on debts previously contracted. They must re- 
port to the Auditor of the Territory, who is ex-oflicio Bank Comptroller, 
annually. The Comptroller must examine each company annually or 
oftener, and after each examination report their condition to the Attor- 
ney-General. 

(Code 1901, paragraphs 130, 131, 764. Acts 1903, No. 31, Acts 
1907, No. 96.) 

Ajrkansas. 

Three or more persons may associate under the provisions of the 
general incorporation law to be incorporated as a trust company. Arti- 
cles of association shall state the face value of the shares, but same may 
not be more than $1,000. The capital, paid up, must be not less than 
$100,000 in counties whose population exceeds 50,000; not less than 
$75,000 in counties whose population is from 40,000 to 50,000; and in 
no event less than $50,000. Powers specified, to receive moneys in trust, 
and to accumulate same; to allow Interest at not exceeding the highest 
rate allowed by law ; to accept and execute all such trusts and perform 
such duties of every description as may be committed to them by State 
or United States courts; to hold real or personal estate or trusts created 
in accordance with the laws of the State, and execute legal trusts in re- 
gard to same ; to execute or guarantee any bonds required to be given in 
proceedings in law or equity in the courts of the State, but no such bond 
shall exceed one-half the paid-up capital of the company; to act as 
agent for the investment of money for other persons, *and as registrar or 
transfer agent; to execute trusts for married women in respect to their 
separate property, real or personal, and as agent in the management of 
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same, "and generally to have and exercise such powers as are usually- 
had and exercised by trust companies;" to act as administrator, receiver 
of any estate, guardian or curator of any infant or insane person or 
his estate; to conduct fidelity insurance and title insurance business; to 
loan money on real estate and collateral security; to issue its debentures, 
or notes and to pledge its mortgages upon real estate and collateral se- 
curities as security therefor; to buy and sell Government, State, munici- 
pal and other bonds, negotiable and non-negotiable papers, stocks and 
other investment securities. "In all other respects such corporations shall 
be governed by the laws of the State governing banks, and subject to- 
such examinations as banks are now, or hereafter may be, subjected ta 
by the laws of this State." Any trust company now existing may avail 
itself of this act, if its capital be such as required hereby. (Laws o€ 
1903, Act 185. Laws of 1907, Act 208.) 

California. 

Trust companies are organized under the provisions of the general 
incorporation law. Number of corporators required, three or more. 
(Civil Code, 1906, Paragraph 287). Such companies are regulated and' 
governed by the provisions of an act approved April 6, 1891 (chapter 
264, Laws 1891) — (as since amended). Powers specified, to act as ex- 
ecutor, administrator, guardian (of estate only, not of person), assignee,, 
receiver, depositary, trustee. In these capacities their compensation shall 
not exceed that allowed to natural persons for like services. Courts are 
authorized to make these appointments. Courts may permit persons, 
holding like trusts to deposit their funds with a trust company, and 
have the amount of their bonds reduced. Such corporation shall not be- 
required to give bond or security other than the deposit with the State^, 
but shall be responsible for funds handled same as a natural person. 
The paid-in capital must always equal at least ten per centum of the total 
deposits and amount due creditors, the surplus being reckoned as a part, 
of the capital. But the maximum capital required by this provision shall 
not exceed $1,000,000. 

A trust company may not act in fiduciary capacities unless it has a. 
capital of at least $100,000, of which $100,000 is paid in cash. Interest 
must be paid on all moneys held in trust. The company must deposit 
with the Treasurer of the State, before accepting any trust above men- 
tioned, or deposits of trust money, the sum of $100,000 in bonds of the 
United States, the State of California, or any county, city or school dis- 
trict thereof, or in first-lien mortgages on improved and productive real 
estate in the State, worth at least twice the amount loaned thereon. Such 
i^ecurities shall be registered in the name of the Treasurer of the State,, 
and may be exchanged from time to time. The company shall receive 
the income from same, so long as it is solvent and conforms to the law. 
If the paid-up capital of the company exceeds $250,000, it may mort- 
gage any improved and productive real estate owned by it to the State ■ 
Treasurer, and have same counted as a part of the deposit. 
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Trust companies are required to render to the Bank Commissioners^ 
-jit their call at least three times a year, complete reports of condition as 
of a specified past day. Special reports may be called for by the Com- 
missioners. They must examine each company at least once a year. 
Every company must obtain from the Commissioners a license to do 
business. The use of the word "trust" in titles is forbidden to other 
corporations. Trust companies are forbidden to make loans upon their 
-own stock, or to purchase same, except to prevent loss upon debts previ- 
ously contracted, in which case the stock must be sold within six months. 
The reserve required is twenty per centum of demand or immediate liabili- 
ties and of time certificates of deposit, if the company is located in a 
^ity of 200,000 or more inhabitants; or fifteen per centum if located 
elsewhere. One-half of the reserve may be on deposit subject to call in 
-any solvent bank or trust company. 

The term "trust company" is barely mentioned in the statutes; the 
-act granting trust powers is entitled "An act authorizing certain corpora- 
tions to act as executor and in other capacities," etc. 

Foreign corporations, to do business in the State, must file with the 
JSecretary of State and with the county clerk in the county in which their 
principal office in the State is located, a certified copy of their articles 
of incorporation or of their charters or of the statutes under which they 
were created. Such companies must in any case designate some person 
residing in the State upon whom process may be served. 

(Civil Code, 1906, pp. 702, sqq.* [This is the Act of April 6, 1891, 
as amended 1897, 424; 1903, 244; 1905, 232]; Civil Code, 1906, para- 
graphs 287, 290^/^, 583b; General Laws 1906, page 46, Act 296 [This 
is the act creating the Board of Bank Commissioners, passed 1903, 365, 
amended 1905, 304]; Laws 1905, chapter 259; Laws 1907, chapters 50, 
75, 302, 453.) 

Colorado. 

Five or more persons may associate for incorporation as a trust com- 
pany. They shall execute articles of incorporation as provided in section 
2, chapter 19, General Statutes. One copy of these articles shall be filed 
wjith the Secretary of State, and one with the recorder of deeds in the 
■county where the company is to do business. The capital, paid in full, 
in cash, must be at least $50,000 in cities of the second class, and at 
least $250,000 in cities of the first class. The number of directors must 
be three or more. Powers specified, to act as fiscal agent, registrar and 
transfer agent; to receive from persons, corporations or under order of 
court, deposits of money, securities or other personal property in trust 
or for investment or for safe keeping, subject to withdrawal on demand 
or on time certificates ; to hold and accumulate same or pay interest there- 
on at not to exceed six per centum; to loan on real or personal security; to 
act as trustee under any mortgage or deed of trust or bond, "and to ac- 
•cept and execute any other trust" not inconsistent with the laws; to act 



Digitized by 



Google 



94 TRUST COMPANIES. 

under order of court as guardian, receiver or trustee of the estate of any 
minor, the annual income of which is not less than $100, and to act as 
depositary of funds paid into court; to accept and execute any legal 
trusts regarding the handling of estates, real or personal, of living or 
deceased persons, confided to it by courts of record, persons, corporations 
or other authority, being accountable to all persons in interest for the 
faithful discharge of such trusts; to take and execute any trusts confided 
to it by courts of record and hold real or personal property in connection 
with such trusts ; to purchase, invest in and sell stocks, bills of exchange^ 
notes, bonds and mortgages and other securities, and to give receipts^ 
certificates, bonds or obligations for saVne or for moneys borrowed; 
to act as executor, administrator, trustee under will, conservator or 
committee of the estate of lunatics, idiots, persons of unsound mind 
and habitual drunkards^ — courts being authorized to make such appoint- 
ments; to conduct a safe-deposit business, a fidelity insurance business; 
"provided, that nothing herein shall authorize trust companies to engage 
in the business of banking except, in the event of being expressly author- 
ized, except to the extent herein allowed and provided for." * * ♦ 
"That all corporations incorporated under this act may do or perform all 
acts and exercise all powers connected with^ belonging to or necessary 
for the full and complete exercise and discharge of the rights, powers, 
and responsibilities hereinbefore granted, and all provisions of this act 
shall be liberally construed so as to accomplish the purposes and objects 
hereby proposed." A trust company may hold such real estate as is 
necessary to carry on its business. 

Courts appointing the company to trusts may make such orders and 
require such accounts as they might if the company were a natural per- 
son. The trustees or board of directors have discretionary power of in- 
vesting trust funds in the stocks or bonds of the United States, any State, 
any incorporated city or county of the State duly authorized, **or in such 
real or personal securities as they may deem proper, but no trust com- 
pany shall invest in the stocks or bonds of any private incorporated com- 
pany." No loan shall be made, directly or indirectly, to any trustee, 
director or other officer of the company, and no loan on the stock of the 
company. Stockholders are subject to double liability. In handling court 
trusts the company is subject to the same responsibilities, has the same 
powers, and shall receive the same compensation as individuals holding: 
similar trusts, except as herein otherwise provided. Trust funds and in- 
vestments must be kept separate from the assHs of the company and be 
so designated as to show to what trust they belong. Trust companies are 
under the supervision of the State Bank Commissioner, to whom they 
must make not less than three reports a year, according to a form pre- 
scribed by him. The reports must be called for a past day, the days se- 
lected to be the same as those named by the Comptroller of the Currency 
for the first, third and fifth calls for reports of National Banks. Special 
reports may be called. The Commissioner must examine each company 
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twice a year or oftener. The use of the words "trust" or "trust com- 
pany" in titles is forbidden except to regularly incorporated trust com- 
panies. 

(Mills Annotated Statutes IQOIt, paragraphs 544-5441, incl. Laws of 
1907, chapters 111 [H. B. I6I] 138 and 140. See Revised SUtutes 1908, 
sections 296-314 incl., section 847, sections 315-352 incl.) 

Connecticut. 

Trust companies are incorporated by special act of the Legislature. 
There are a number of general laws regulating the business of such cor- 
porations, most of them applying also to State banks and Savings banks. 
Trust funds, unless it is otherwise provided in the instrument creating 
the trust, may be invested in such securities as Savings banks are al- 
lowed to invest in. These are specified in great detail, and include United 
States bonds, certain State and municipal bonds, loans on certain col- 
lateral, notes of two or more persons resident in the State, stock of 
banks and trust companies in •the State or in New York city or BosV>n, 
certain railroad bonds, mortgages on real estate worth at least double 
the amount loaned and situated in the State or in certain specified places, 
and deposits in banks or trust companies in the State or in New York, 
Massachusetts or Rhode Island. Trust companies maintaining savings 
departments are required to invest the deposits of such department sep- 
arately according to the rules for investment for savings banks; such 
investments being exclusively for the protection of savings depositors 
until their claims are paid in full. Such deposits are also treated separ- 
ately for purposes of taxation. Notwithstanding anything in their char- 
ters to the contrary, trust companies are now (1908) expressly forbidden 
to issue, sell or negotiate their own bonds or mortgage securities, etc., as 
investments, to guarantee same, or to engage Jn any form of insurance 
' business ; except that a company actually engaged in the business of a 
title insurance and guarantee company on January 1, 1907, may con- 
tinue such business. 

Trust companies may receive deposits of public moneys under certain 
restrictions, but not to an amount from one official of more than thirty 
per cent, of the paid-up capital, surplus and profits of the company. 
They must maintain a reserve fund of fifteen per centum of aggregate 
deposits, of which not less than four-fifteenths must be in legal tender 
on hand. One-fifth of the reserve may consist of certain approved rail- 
road bonds and the rest may be on demand deposit with specified reserve 
agents. Loans may not be made on the stock of the company. Loans 
to one person, firm or corporation may not exceed ten per centum of paid- 
in capital, surplus and profits, except that on collateral, with a margin of 
twenty per centum, such loans may not exceed twenty per centum of such 
capital, surplus and profits. Paper endorsed by officers or clerks of the 
company may not be discounted. Loans to parties out of the State may 
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not be made until the loans to residents amount to at least half the 
capital. Loans to directors may not exceed five per centum of capital^ sur- 
plus and profits to any one, or twenty per centum to all together ; but these 
provisions do not apply to loans on collateral with a margin of twenty 
per centum. Such loans on collateral to one director must not exceed ten 
per centum of capital, surplus and profits. The use of the word "trust" in 
signs or titles is forbidden except to regularly chartered trust companies. 
The statutes provide in detail for the issuance of a new savings pass-book 
when the old one is lost. 

Trust companies are under the supervision of the Bank Commission- 
ers, to whom they must render at least five reports each year, setting 
forth in detail such information as said commissioners may require. They 
are subject to examination semi-annually or oftener, the Bank Commis- 
sioners being required to examine each department of such companies. 
If the Treasurer of the trust company is also Cashier of a National 
bank, examinations must be made at the same time as the National bank 
examiner examines the National bank. If a trust company does a surety 
business, it is required to make annual reports with special reference to 
that business. 

For purposes of taxation, trust companies must file statements with 
the tax commissioner annually during the first fifteen days of October, 
showing number of shares of stock, their market value, names and resi- 
dences of stockholders and number of shares owned by each. In the 
February following, the company must pay to the State Treasurer a tax 
of one per centum on the market value of each share, less the amount of 
taxes paid on the company's real estate in the State, which is assessed in 
the taxing district in which it is located. 

(Revised Statutes, 1902, sections 254, 1969, 3400, S401, S402, S408, 
8404, 3411, 8416, 8428, 8429, 8457, 8458, etc. Public Acts, 1908, chap- 
ters 167 and 204. Public Acts, 1905, chapters 54, 204, 207, 281. Public 
Acts, 1907, chapters 85, 86, 180, 180.) 

Delaware. 

Trust companies in this State are incorporated by special act of the 
Legislature. There are a few general laws regarding such corporations, 
most of them applying also to other financial corporations. They are 
under the supervision of the Insurance Commissioner, to whom they 
must render not less than two reports each year, according to the form 
prescribed by him, within twenty days of receipt of request from him for 
such report. Such report must be published once in a local newspaper. 
The Commissioner has authority to examine trust companies at his dis- 
cretion or on request of the company. If unsafe conditions are revealed, 
the commissioner may take temporary charge, and report to the Attorney- 
General, who shall institute proceedings. If a trust company is author- 
ized to act as surety or guarantor, it must tile with the Insurance Corn- 
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missioncr a copy of its charter, make to him an annual statement and 
pay an annual license fee of $100, and other lesser fees. Courts are 
authorized to appoint trust companies to offices of trust; and may in their 
discretion not require such corporations to give surety on bonds, given for 
faithful performance of duty; but the capital, surplus and property of 
the company shall be liable. All liabilities and obligations arising out of 
any such trusts are "made liens upon its real estate prior and paramount 
to any other lien or incumbrance the said corporation may create or suffer 
respecting the same." 

(Statutes, Vol. XXII, chapter 3S0, sections 1, 2, 4, 5, 7, 8, 9. Laws 
of 190S, chapter 330.) 

District op Columbia. 

Twenty-five or more persons may incorporate to do "a safe-deposit, 
trusty loan and mortgage business." They shall file an organization cer- 
tificate with the Commissioners of the District. Notice of intention to or- 
ganize must be printed in two newspapers in the District at least four 
times per week for three weeks. The charter, when granted, must be filed 
with the recorder of deeds for the District, and copies of both the or- 
ganization certificate and the charter must be filed with the Comptroller 
of the Currency, under whose supervision trust companies operate. The 
Comptroller has over trust companies the same visitorial and examination 
powers that he has over National banks, and trust companies must report 
to him as the National banks do. They may not begin business until the 
capital stock is paid in full and the deposit of securities with the 
Comptroller, hereafter described, is made. Powers specified, to make 
contracts; to sue and be sued^ implead and be impleaded in any court as 
fully as natural persons; to make and use a common seal; to loan money; 
"to accept and execute trusts of any and every description which may be 
committed or transferred to them"; to act as a receiver, assignee, ex- 
ecutor, administrator, guardian of the estates of minors with the consent 
of the guardian of the person of such minor, and committee of the es- 
tates of lunatics and idiots; to accept deposits of money for the purposes 
herein designated; to act as fiscal and transfer agent and registrar; to 
issue its debenture bonds upon deeds of trust or mortgages of real estate 
under conditions specified. The courts of the District are authorized to 
appoint trust companies to act in fiduciary capacities. The capital stocky 
all property of the company and the liability of stockholders and officers 
are to be considered as the security required by law for the faithful per- 
formance of duties, and are absolutely liable in case of default. Trust 
companies must also make a deposit with the Comptroller of the Cur- 
rency, in trusty either in money or in bonds, mortgages, deed of trust or 
other securities equal in actual value to one-fourth of the capital stock 
paid in. The Comptroller may from time to time require an additional 
deposit not exceeding in value one-half the paid-in capital stock. The 
company may hold real estate not exceeding in value $500,000, and in 
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addition such as it may acquire in satisfaction of debts. But real estate 
acquired under foreclosure or to secure debts may not be held longer than 
five years. Charters of such corporations may be made perpetual, or may 
be limited in time, subject to the approval of Congress. The capital 
must be at least one million dollars, half paid in, and all paid within one 
year. Taxes of one and one-half per centum per annum must be paid, in 
lieu of personal taxes. Stockholders are subject to double liability. The 
number of directors must be not less than nine nor more than thirty; all 
of them must be stockholders, and at least half of them citizens and 
residents of the District. The District Supreme Court has jurisdiction 
over trust companies in the requirement of statements, examinations, 
making of orders regarding trusts, etc. Similar corporations already or- 
ganized may acquire the privileges of this act, and all such are subject 
to its provisions. Congress reserves the right to alter, amend or repeal 
the act. Trust companies, in common with all other banking institutions 
in the District, are required to make the same reports to the Comptroller 
of the Currency that National banks are required to make. These re- 
ports must be published in two or more daily papers of Washington, one 
of which must be a morning newspaper. The Comptroller may examine 
such companies at his discretion, or may 'take possession of them for the 
same reasons and in the same manner as in the case of National banks. 

(Code of the District, sections 715-748. Act approved June 25, 
1906. Included as sections 186-220, and section 224, in National Bank 
Act, edition 1907.) 

Florida. 

There are no statutes regarding trust companies. Three or more per- 
sons may incorporate "for the transaction of any lawful business of a 
public or private character." (Revised Statutes, chapter 2, article 1, see, 
2122.) But banking corporations must have five or more incorporators, 
(section 2165). Foreign corporations may do business upon complying 
with certain provisions detailed in an act approved June 1, 1907. Chap- 
ter 4671 of Laws, approved June 1, 1899> authorizes solvent guarantee 
companies, surety companies, fidelity insurance companies and fidelity 
deposit companies to become surety upon the bonds of city, county and 
State officers. 

Georgia. 

Five or more persons may incorporate a trust company. They must 
file articles of incorporation with the Secretary of State. Before the 
filing of sucli articles, notice of intention to organize must be published 
once a week for at least four weeks in a local hewspaper. Powers speci- 
fied, those of ordinary corporations, and in addition, to act as fiscal and 
transfer agent and registrar; to receive deposits of moneys, securities and 
other personal property and to loan money on real or personal securities; 
to hold real estate sucli as is needed for the purposes of the corporation 
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and such as is acquired in settlement of debts due to it; to act as trustee 
under mortgages and bonds, and to accept and execute any other muni- 
cipal or corporate trust not inconsistent with law; to execute trusts for 
married women in respect to their separate property, real or personal, 
and to act as agent in the management of same; to act under appoint- 
ment of court as guardian, receiver or trustee of the estate of any minor, 
the annual income of which is $100 or more, and as depository of moneys 
paid into court; to receive court trusts of all kinds; to receive in trust 
and manage property of all kinds committed to its care by persons, bodies 
politic or corporations; to purchase, invest in and sell stocks, bills of ex- 
change, bonds and mortgages and to issue the obligations of the company 
for moneys or securities borrowed or received on deposit; to act as ex- 
ecutor, administrator, or committee of the estates of lunatics, idiots, per- 
sons of unsound mind and habitual drunkards. Capital required, at 
least $100,000 paid in, and not to exceed $2,000,000, divided into shares 
of $100 each. The Board of Trustees may consist of not less than five 
nor more than fifteen persons. Trust companies may acquire and exer- 
cise all the rights and privileges and be subject to the same liabilities and 
restrictions as banks upon compliance with the banking laws. Savings 
banks, trust, securit}'^ or guarantee companies already organized may ac- 
quire the powers here stated. All trust companies which receive de- 
posits are under the jurisdiction of the State Bank Examiner and are 
subject to the same laws as banlft. They must render at least four re- 
ports each year to the Examiner, upon his call. Such reports must give 
full statements of condition according ^o a prescribed form as of any 
past day specified by the Examiner, and must be published in a local 
paper within ten days. The Examiner must examine each company twice 
a year or oftener. The companies are required to keep an accurate list 
of the names and addresses of stockholders, and to send such lists to the 
Examiner on the first day of July of each year. Checks may not be cer- 
tified unless the money for same is on deposit, and such checks must be 
charged at once. 

(Acts of 1898, p. 78. Supplement to the Code, 1901, sections 6458- 
6^66. Acts of 1907, No. Si.) 

Haw^aii. 

Trust companies are organized under the general laws, their powers 
and limitations being defined by special acts relating to such corpora- 
tions. The corporate name must contain the word "trust". It must be 
organized for the specific purpose of doing business as a trust company, 
and such objects must be expressed in its articles of association. The 
capital must be at least $100,000, fully subscribed, and at least $50,000 
must b-e paid in. No corporation not so organized may act in fiduciary 
capacities or use the words "trust" or "trustee" in its corporate name. 
Powers specified, in addition to ordinary corporate powers: To receive 
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and hold aad reconvey and dispose of any property^ real and personal, 
which may be committed to it upon any trust or trusts whatsoever^ from 
any source^ including married women and minors^ individuals^ corpora- 
tions^ courts; to act as agents or attorneys in the management of prop- 
erty; to act as transfer agent^ registrar^ agents for buying and selling 
securities^ managers of sinking funds; to act as executor, administrator, 
trustee, receiver,, assignee, g^iardian, by appointment by will or by 
court; to loan money upon real or collateral security; to issue notes and 
debentures and to pledge mortgages and other securities as collateral 
therefor; to do a safe deposit business; to hold such personal estate as 
is necessary; to lease, bold, purchase and convey real estate as its cor- 
porate property; to purchase, hold and sell stocks and bonds; to act as 
agents of insurance companies and security companies; to do a general 
trust and security business; "to transact as agents any other business or 
undertaking, trust, mercantile or otherwise which may be necessary, use- 
ful or convenient to the main purpose of the corporation". But "Nothing 
herein contained shall be construed as giving the right to Issue bills to 
circulate as money or to discount commercial paper, or to do a general 
banking business, or to do a savings bank business." 

Any Circuit Judge may require of any trust company which has been 
appointed to act in any fiduciary • capacity by Hawaiian courts, a bond 
in an amount not exceeding $«50,000, conditioned for the faithful per- 
formance of duties arising from any* such fiduciary appointment; and 
no further bond shall be required, unless the value of a single estate un- 
der its management is more than $50,000. Investment of trust funds are 
at the company's risk, unless they are such as the courts recognize as 
proper when made by an individual acting in like fiduciary capacity or 
are permitted by the instrument creating the trust. 

Trust companies Are under the supervision of the Treasurer or the 
Auditor of the Territory. They must render and publish statements in 
January and July of each year, according to a schedule prescribed in 
the statute. The Treasurer of the Territory may at any time and in his 
discretion deputize a competent person to examine any trust company; 
and must have such examination made at any time upon written request 
of six stockholders or depositors, provided they deposit funds to cover 
the cost of the examination. 

(Laws of 1905, Acts 68 and 69; Laws of 1907, Act 76.) 

Idaho. 

Trust companies are organized under the provisions of the general 
incorporation laws. Five or more persons may incorporate. They must file 
articles of incorporation. The number of directors shall be not less than 
^ve, and each must own at least $500.00 par value of stock. Stock- 
holders have the right of cumulative voting. Trust companies are gov- 
erned by the provisions of chapter 92 of the Laws, as amended, which 
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relates to "trusty guarantee title^ abstract and safety deposit companies." 
Powers specified^ to do a title insurance business; to receive on deposit 
and in trust estates^ both real and personal^ and manage same; to act as 
trustee, assignee, receiver, guardian, executor, administrator and to ac- 
cept and execute "trusts of every description not inconsistent with the 
laws"; to receive deposits of moneys and other personal property and 
issue its obligations therefor; to invest its funds in and to purchase real 
and personal securities and to loan money on same; to act as fiscal and 
transfer agent and registrar; to manage sinking funds; to hold and dis- 
pose of in any way it sees fit all such real property as may be the subje^** 
of insurance by the company; to purchase and sell real estate and take 
charge of same; to become security for the payment of damages as- 
sessed to be paid for lands taken in the building of a railway, for the 
opening of streets or roads, or for any purposes where land or property 
ie authorized by law to be taken; to become security upon any writ of 
error or appeal, or in any proceeding instituted in any court in the 
State; to receive on deposit for safe keeping securities under the control 
of executors, administrators, etc.; to receive deposits of court funds; to 
do a regular banking business. 

The capital required for trust companies since 1905 is as follows: 
In villages of less than 2000 inhabitants, $10,000; in towns of from 
2000 to 3000, $20,000; in towns of from 3000 to 5000, $25,000; in 
cities of from 5000 to 10,000, $30,000; in cities of from 10,000 to 25,- 
000, $50,000; in larger places, $100,000. Companies organized prior to 
1905 are permitted to continue with the former required capital, $25,000. 
The capital is liable in case of default in the faithful discharge of 
trusts, and is to be taken as the security required by law. Courts making 
trust appointments may examine the officers of the company regarding 
the administration of the trusts. Stockholders are subject to double 
liability. The tenure of real estate is limited much like that of national 
banks. Before declaring dividends, one-tenth of the net profits must be 
carried to surplus until it equals 20 per centum of the capital. Loans to 
one party, except secured loans, may not exceed 50 per centum of the cap- 
ital, surplus and undivided profits. The investments permitted include 
United States bonds; municipal bonds of Idaho and of other States 
which have not defaulted on interest for three years, but not more than 
50 per centum of the assets may be invested in securities of any one State, 
county or municipality outside of Idaho; first mortgages upon property 
worth double the amount loaned upon them ; real estate within specified 
limits; commercial paper under certain restrictions. The reserve re- 
quired is 15 per centum, of which one-half may be on deposit with other 
banks or trust companies. 

The banking departments of trust companies are specifically made 
subject to the regulations, examinations and reports required of all bank- 
ing institutions. They are under the supervision of the State Bank Com- 
missioner, who must examine them at least once a year, without previous 
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notice. The Commissioner must call for at least two reports a year^ and 
may call for not to exceed three additional reports. 

(Code 1901, chapter 92, sections 2332-2387; sections 2086 sqq.; 
Session Laws 1905, No, 167; Session Laws 1907, S. B. 93, page 545.) 

Illinois. 

Trust companies are incorporated under the general incorporation 
laws, but regulated by the provisions of the truslt company law. If they 
wish to do both a banking and a trust business, they are organized as 
banks, and qualify under the trust company law. Powers authorized, 
assignee or trustee by deed ; executor, guardian or trustee by will ; trustee, 
assignee, receiver, guardian, conservator, executor or administrator by 
appointment of court; the appointment as guardian or conservator shall 
apply to the estate only, and not to the person; depository for persons 
holding fiduciary appointments. Such corporations are not required to 
give bond or security, but are responsible for investments and are further 
liable the same as natural persons in like positions. They are required to 
pay interest on all trust funds, at a rate fixed by contract or ordered by 
the court. Their compensation may not exceed that allowed to natural 
persons for like services. Before accepting trust appointments or de- 
posits, each company located in a city of 100,000 or more inhabitants 
shall deposit with the Auditor of Public Accounts the sum of $200,000, 
and each company in towns or cities of less than 100,000 inhabitants 
shall deposit $50,000. Said deposits are for the benefit of creditors of 
the company, and shall consist of bonds of the United States or muni- 
cipal bonds of this State or first mortgages on improved and productive 
real estate located in this State and worth at least twice the amount loaned 
thereon. If it appears to the Auditor that the value of the trust property 
held by any company exceeds ten times the amount of its deposit with 
the State, he must require such company to increase its deposit to $500,- 
000 if located in a city of oyer 100,000 inhabitants or to $125,000 if in 
a 'smaller city or town. The deposit may be reduced to the original 
amount when the Auditor is satisfied that the value of the trust property 
held has been reduced below ten times the amount of such original de- 
posit. Neither the deposits nor the loans of such a company shall at any 
time exceed ten times the amount of its paid-up capital and surplus. 

Trust companies are required to file with the Auditor, during the 
month of January of each year, a statement of condition as of Decem- 
ber 31 preceding. The information called for is detailed in the statute, 
and is very full. It includes a list and brief description of trusts held. 
The Auditor may at his discretion call for additional information, and 
for additional reports at any time. The Auditor must make an examina- 
tion of each company annually, and may make examinations oftener if 
he thinks best. The annual statements, in condensed form, must be pub- 
lished by the Auditor at the expense of the companies, once a week for 
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three consecutive weeks in two newspapers of general circulation^ one 
printed in Springfield^ and one in the county seat of the county in which 
the company is located. 

Trust companies which do a banking business are^ as above stated^ 
organized, under the banking laws^ and as to their banking departments 
are subject to the provisions of such laws. 

(Starr & Curtiss' Annotated Statutes^ 1896, chapter 32, sections 
89-107. Act of May 7, 1897. Act of April 24, 1899.) 

Indiana. 

Ten or more persons may incorporate a trust company. They shall 
file articles of association with the Secretary of State. The amount of 
capital shall be at least $100,000 in cities of over 50,000 inhabitants; at 
least $50,000 in cities of between 25,000 and 50,000 inhabitants, and at 
least $25,000 in cities of less than 25,000 inhabitants. Maximum limit, 
$2,000,000. The capital must be jlivided into shares o£ $100 each. 
Where it does not exceed $100,000 it must be fully paid. Stockholders 
are subject to double liability. The directors shall number not less than 
six. Each must own at least ten shares of stock, and a majority must be 
citizens of the State. Powers specified, to hold real estate and personal 
property such as is necessary for the convenient transaction of its busi- 
ness, for the use and occupation of officers and employees and for the 
safe-keeping of its assets, deposits and property held in trust, and such 
as is acquired in satisfaction of debts; trust property may be invested in 
real estate only if the instrument creating the trust so specifies; to hold 
real or personal property in trust, however received and from whatever 
source — ^whether courts, corporations or persons — upon trusts created in 
accordance with the laws of the State and of the United States; to ex- 
ecute trusts for married women in respect to their separate property, 
and to act as agent in the management of such property; to act as fiscal 
and transfer agent and registrar; to conduct a fidelity insurance busi- 
ness; to act as depository of the funds in charge of State, municipal or 
corporation officials or other officials or private persons; to act as trustee, 
assignee, receiver, administrator, executor, guardian of the person or es- 
tate of minors, guardian of the estate of lunatics, imbeciles, spendthifts, 
habitual dnmkards or other persons disqualified or unable to manage 
their estates; courts are given authority to make such appointments, and 
no bond or security is necessary to enable a trust company to accept such 
appointments; to act as general agent and attorney in fact for public 
or private corporations or persons in the management of real estate and 
personal property; to receive, under specified conditions, trusts resigned 
by others; to receive savings deposits under the same regulations regard- 
ing repayment as savings banks ; to invest deposits and trust funds at the 
discretion of the directors in such personal securities as are not hereinafter 
expressly prohibited, but special directions or agreements imposed by order 
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• 
of court, will, contract^ etc., must be followed. Trust companies are "for- 
bidden" to "engage in any banking, mercantile, manufacturing or other 
business, except such as is hereby expressly authorized"; provided that 
promissory notes, etc., made negotiable by the laws of the State when 
payable at a bank shall also be negotiable if payable at a trust com- 
pany. They shall not loan to directors, officers, agents, or employees, or 
allow them to become indebted to the company. Interest at not less than 
three per centum per annum shall be allowed on all trust funds of $100 or 
over remaining with the company uninvested for over six months. Such 
corporations are subject to the orders of courts committing trusts to 
them. Annual reports must be rendered to the Auditor of State, and 
the same must be published in a local newspaper. Corporations not or- 
ganized under the provisions of this act are forbidden to use the word 
"trust" in their titles. Shares of trust company stock are to be assessed 
in the town or city where they are located, and taxed at the same rate as 
other property in the locality. Such companies must render to the local 
assessor, between March 1 and May 15 each year, a statement giving the 
nTimber of shares and estimated cash value of same, less real estate or 
other tangible property at its assessed value. Foreign companies may 
operate after procuring a certificate of authority from the Auditor of 
State. Before such certificate is issued, certain statements and informa- 
tion must be filed with the Auditor, who must satisfy himself of the 
solvency and the safety of the company. Such corporation must deposit 
with the Auditor securities to the value of $25,000 to remain for one 
year; and thereafter must keep with the Auditor securities equal in value 
to the amount of its liabilities to citizens of the State. If the company 
becomes insolvent or fails to carry out its agreements, the Auditor shall 
revoke its authority to do business in the State and apply to the proper 
court for a receiver to take charge of the deposit above mentioned. Trust 
companies are under the supervision of the Board of Bank Examiners, 
who work under the direction of the Auditor of State. They are to be 
examined, thoroughly "as often as shall be necessary", no previous notice 
of the proposed examination being given. The fees for examination are 
paid by the companies as examined. 

(Acts of March 4, 1898, p. 844, Acts of 1893; March 6, 1899, p. 503, 
Acts of 1899; March 7, 1901; Feb. 24, 1899; Feb. 27, 1899; March 11, 
1901; chapter 148, Laws of 1903; Acts of 1905, p. 199; Acts of 1907, 
chapters 83, 182, 281.) 

Iowa. 

Trust companies are organized under the general incorporation laws. 
There is very little legislation regarding such companies. Loan and trust 
companies are authorized to receive time deposits and issue drafts on 
their depositories. Such companies, organized under the general incor- 
poration laws, which were engaged in the banking business prior to Jan- 
uary 1 , 1 886, and have continued therein since that date, may become 
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State banks. Trust companies are specifically made subject to the con- 
trol of the State Bank Examiners, who are appointed by the Auditor of 
State. They must have a full-paid capital of not less than $10,000 in 
towns of less than 10,000 population, and not less than $50,000 in larger 
places. The banking law, which applies to trust companies, requires 
such institutions to make quarterly reports to the Auditor of State, who 
also has power to examine them at his discretion. The stockholders are 
subject to double liabOity. 

(Code 1895, section 1889; Laws of 1904, chapter 85; Laws of 1906, 
chapter 81; Laws of 1907, chapter 92.) 

Kansas. 

Trust companies are organized under the provisions of the general 
corporation laws, but governed and regulated by the provisions of the 
trust company law. Powers specified, to receive moneys in trust; minors 
may control their deposits; to do a safe deposit business; to "accept and 
execute all such trusts and to perform all such duties of every descrip- 
tion as may be committed to them by" persons, corporations or courts; 
to hold real or personal property in trust; to execute and guarantee 
bonds required to be given by public officers or in proceedings in the 
courts, provided that the liability so incurred shall not be in a sum ex- 
ceeding one-fourth of the paid-up capital ; 40 per centum of the premiums 
must be set aside as a guaranty fund, specially invested; to act as agent 
for the investment of money; to act as transfer agent and registrar, as- 
signee, receiver, trustee, depository, fiscal agent, bond trustee; "and 
generally to have and execute such powers as are usually had and ex- 
ercised by trust companies"; to act as guardian or curator of any infant^ 
insane or other person subject to guardianship; to act as executor, trus- 
tee under will, administrator; to conduct a fidelity insurance business and 
a title insurance business ; to loan money on real or personal security ; to 
execute and issue its notes, bonds or debentures under certain restric- 
tions; to buy and sell municipal and corporate bonds and all kinds of 
stocks and securities; provided, that it shall not loan money upon or 
purchase its own stock unless to prevent loss upon a debt previously con- 
tracted, in which case it may not hold such stock longer than six months, 
and the same shall not be included in assets for longer than six months; 
"to receive deposits of money from any bank. Savings bank, trust com- 
pany or from any public officer or board subject to check, or from any 
person, company, corporation or association upon time certificates of de- 
posit"; to buy and sell foreign and domestic exchange, gold, silver, 
foreign coin or bullion ; provided, that the total investment in bank stocks 
shall not exceed one-fourth the paid-up capital. 

Trust companies must keep a reserve of twenty-five per centum of de- 
posits subject to check, and ten per centum of time deposits, subject to 
the same rules as State banks, but part of the reserve may be in United 
States bonds or in loans secured by United States, State or municipal 
bonds, in lieu of deposits in banks. The capital must be not less than 
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$100^000 nor more than $1,000,000^ divided into shares of $100 each; 
20 per centum must be paid in before begrinning business^ and the 
balance within six months. The name of any such company must com- 
mence with the word "the", and end with the words, "trust company". 
None but companies complying with and organized under the trust com- 
pany laws may use the word "trust" in titles. The directors may be fron 
five to fifteen in number; a majority of them must be residents of Kan- 
sas, and each must own not less than $1,000 of stock. They must take an 
oath of office. Before dividends are declared ten per centum of the net 
earnings must be carried to surplus fund until the latter equals one-half 
of the capital. The company may own real estate for its own use, and 
such as is acquired in the collection of debts, but the total amount shall 
not exceed in value 50 per centum of the capital for more than six 
months. Trust companies are utider the supervision of the Bank Com- 
missioner, to whom they must make four reports yearly, and are subject 
to examination by him the same as banks, at least once per annum. The 
banking law applies to them regarding impairment of capital and in- 
solvency. In the absence of special provisions in this act, the general 
corporation act shall apply. 

(Laws of 1901, chapter 407; Laws of 1903, chapter 528; Laws of 
1907, chapter 425.) 

Kentucky. 

Companies may be incorporated either to do a trust business, or to do 
both a banking and a trust business. For the former, seven or more cor- 
porators are required. The capital must be not less than $15,000 in 
counties whose population is from 25,000 to 40,000; not less than $100,- 
000 in counties of from 40,000 to 100,000 population, and not less than 
$200,000 in counties having a larger population; provided, that in coun- 
ties having a population of 25,000 or more, trust companies may be or- 
ganized with a capital of $25,000 in cities of the fourth, fifth or sixth 
class. Fifty per centum of the capital must be paid in, and the balance 
within one year. Copies of the articles of incorporation must be filed 
with the clerk of the county, and with the Secretary of State. Powers 
specified, to have the powers usual with corporations; "to exercise, sub- 
ject to law, such powers as may be necessary to carry on its business"; 
to act as guardian of infants, executor, administrator or curator of es- 
tates of decedents, "committee of persons of imsound mind, receiver or 
trustee for persons or estates"; to act as agent or attorney for the man- 
agement of estates, the collection of rents, accounts, etc., "and demands 
of every character"; to receive on deposit or for safe-keeping, gold, 
silver, money and other personal property. Such corporations are for- 
bidden to loan on tlieir own stock, and to purchase same except to pre- 
sent loss on a debt previously contracted, in which case such stock shall 
not be held longer than one year. No person shall be allowed to be- 
come indebted to the company in a sum exceeding ten per centum of the 
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paid-up capital and surplus^ except that on good collateral or mortgage 
security the sum may be increased to 30 per centum. If the borrower 
is a director or officer of the company, he shall not be permitted to be- 
come indebted to the company in excess of ten per centum of paid capital 
and surplus^ unless the excess be secured by mortgage or pledge of real 
or personal property double in value the amount of such excess. When 
acting in trust capacities whose duties are regulated by law or subject 
to the control of courts, trust companies shall be subject to the same 
duties and responsibilities, have the same rights and powers, and receive 
the same compensation as would individuals acting in like capacities. 
But upon bonds required to be executed in such cases the capital stock of 
the company shall be taken as the only security required, unless the 
court or some party in interest demands more. A trust company may 
hold real estate needed for its business^ and for a period not longer than 
five years such real estate as is acquired in the satisfaction of debts due 
it. It may hold, operate, and manage real estate for others. Such com- 
panies are forbidden to engage in banking, or to buy or sell bills of 
exchange. 

Companies may, however, as above stated, be incorporated to do 
"both a banking business and a trust company business." Such a 
•corporation must have a paid capital of at least $50,000 before com- 
mencing business, except that if the subscribed capital is $100,000 or 
over, one-half must be paid before commencing business, and the balance 
within a year. One-half of such capital "shall be securely invested for 
the trust business of the corporation, and shall at all times be kept 
separate and distinct from its other assets, and shall be primarily liable 
for its fiduciary obligations." The remainder of the capital may be 
used for its banking business^ and the books must be so kept as to at all 
times show the condition of its banking business and of its trust busi- 
ness. The banking department is governed by the banking laws, and 
the trust department by the trust company laws. Stockholders are sub- 
ject ta doable liability. A list of the stockholders and officers must be 
filed in January of each year with the Secretary of State. The capital 
and funds not held in a fiduciary capacity may be invested at the dis- 
cretion of the directors; the trust funds, under order of court or as pro- 
vided by law for the investment of other trust funds. Trust companies 
must make reports and be subject to examinations the same as banks; 
i. e., reports shall be made quarterly, and each alternate report shall be 
published in a newspaper published in the county, if any, and which has 
the largest bona fide circulation in the county. 

(Statutes, 1903, §§603-6l6. Laws of 1904, chapter 78. Laws of 
1906, chapters 22, 46 and 146. 

Louisiana. 

Five or more persons may incorporate for the purpose of conducting 
a savings, safe deposit and trust banking business. A certificate of 
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anthority must be obtained from the State Examiner of State Banks. 
One-half of the subscribed capital must be paid in before conmiencing 
business^ and the balance within ninety days. Powers specified^ to have 
succession for a period specified in the articles of incorporation^ not to- 
exceed ninety-nine years; to have the other ordinary powers of corpora- 
tions; to hold real and personal property needed or convenient for the 
purposes of the association ; the real estate that may be held is limited 
to such as is necessary for the proper transaction of the business and 
such as is acquired in satisfaction of debts^ but the latter may not be held 
more than ten years; to accept and execute "trusts and agencies of any 
and every description which may be committed or transferred with their 
consent to them by any person or persons^ corporation^ board or body, 
public or private/'or by State or United States courts; to act as 
executor, administrator, syndic, receiver, curator, tutor, trustee or 
assignee, "in the same manner and to the same extent and under the 
same conditions that natural persons may be so appointed"; but as 
curator of an interdict or tutor of a minor, it shall have charge of the 
estate only, not of the person, and the commissions allowed by law shall 
be equally divided between the company and the persons having charge 
of the person; to act as depository of funds held by persons or officers- 
acting as fiduciaries; to do a banking business. 

Regarding the trust business that may be undertaken, it is to be 
noted that the constitution and laws of the State prohibit trusts, as they 
exist elsewhere under the common law; and the trust company act spe- 
cially provides that nothing therein "shall be construed as authorizing 
the constitution of any agency or trust in this State which is contrary to 
the public policy of the State of Louisiana, or which seeks to place the 
property of persons or estates in this State out of commerce, in con- 
travention of the laws of inheritance of this State, or of the prohibitions 
therein contained against -fldei commissa and substitutions." 

There is no limit specified to the number of directors, but a majority 
of them must be citizens of the State. The capital of the company, 
where it acts in fiduciary capacities, is to be taken as the security re- 
quired by law for the faithful performance of duty; but the court may 
require other security. Money or property deposited by married women 
or minors is subject to their control. The company must keep a reserve 
of 25 per centum of its demand deposits. Of this eight per centum 
must be on the premises in cash. The remainder of the reserve may 
consist of deposits in other banks, or bills of exchange, or discounted 
paper maturing within not more than one year, or in State, United States 
or municipal bonds. The capital must be at least $1 00,000. 

Such companies have the powers and are subject to the regulations 
and liabilities of State banks. They may have branches within the limits 
of the municipality or parish. Trust funds may be invested in United 
States or State bonds, county, municipal and other public bonds of 
Louisiana and other States that are quoted at or above par and have not 
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-defaulted in interest for two years; stocks of railroads^ canals and other 
■quasi-public corporations quoted at or above par and having paid interest 
at not less than four per centum for five years ; or in first mortgages on real 
estate appraised at double the amount of the loan and said mortgages 
running not longer than ten years. Trust funds or property must not 
be included in the published assets of the company. Reports as of a 
specified past day must be made^ on call of the State Examiner^ four 
times a year, and must be published in a local paper. Examinations are 
made by the same official, at his discretion or on order of the Governor 
•or the Courts. Loans to any one borrower, except loans on "good 
collateral or solvent endorsements/' are restricted to 20 per centum of 
the capital, surplus and undivided profits. No loans may be made to 
officers or employees, imless approved by the Directors at a meeting at 
which the applicant is not present. Before declaration of a dividend, 
one-tenth of the profits must be added to the surplus until the latter 
equals 20 per centum of the capital. Dividends must be earned during 
the dividend period, unless the undivided profits are enough to pay the 
dividend and all losses. All loans, discounts, overdrafts and other debts 
past due more than twelve months, and on which interest has not been 
paid, must be classed as bad debts, and be either charged off or reduced 
in value after an appraisement by the Bank Examiner and two stock- 
holders, before a dividend is declared. 

(Laws of 1902, Act No. 45. Act No. 179; Laws 1904, Act No. 40; 
Laws 1906, Act No. 140; Laws of 1908, Acts 188, 251, 288.) 

Maine. 
Until late in the year 1907, trust companies in this State were in- 
corporated only by special acts of the Legislature, their powers being 
defined in such special charters. They may now be incorporated under 
the provisions of the elaborate trust company law, approved March 21, 
1907. The number of corporators required is five or more. The powers 
specified are to receive deposits and to allow interest thereon; to borrow 
money; to loan money on credits or real estate or personal security, and 
to negotiate loans and sales for others; to do a safe deposit business; to 
hold and enjoy real or personal or mixed property; to act as transfer 
agent or registrar; to execute trusts of every description and to hold 
property in connection therewith; to act as assignee, receiver, executor, 
""and no surety shall be necessary upon the bond of the corporation, un- 
less the court or officer approving such bond shall require it"; "to do in 
general all the business that may lawfully be done by trust and banking 
companies." Capital required, $25,000 in a town of not more than five 
thousand inhabitants; $50,000 in cities of from five to ten thousand 
inhabitants; $75,000 in cities of from ten to twenty thousand in- 
habitants; $100,000 in cities of from twenty to thirty thousand in- 
habitants; $150,000 in larger cities. The shares must have a par value 
of $100 each. No stock shall be issued until its par value has been paid 
in in cash. 
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The number of directors shall be at least five, two-thirds of whom 
must be residents of the State, and each of whom shall own at least ten 
shares of stock. The stockholders may at their option elect from the 
Board of Directors an Executive Committee of not less than five mem* 
bers. The Board of Directors or the Executive Committee shall con- 
stitute the board of investment of the company, and shall keep records 
of all loans and investments, which record shall be submitted to the 
directors, stockholders and bank examiner. 

A separate trust department must be maintained, and all trust moneys 
and property be kept separate. Persons holding fiduciary appointments 
may deposit their funds or securities with a trust company. Loans to 
one person, firm, business syndicate or corporation may not exceed 
ten per centum of the total capital, unimpaired surplus and net undivided 
profits, "except on approval of a majority of its entire investment board, 
unless secured by collateral, nor in excess of 25 per centum there- 
of, except on such approval and secured by collateral which in the 
judgment of said majority of said investment board shall be of a value 
equal to the excess of said loan above said 25 per centum;" pro- 
vided, that in determining said amount every name appearing on any 
loan as endorser, guarantor or surety shall be regarded as an original 
promissor. Bona fide discounts are not regarded as money borrowed. 
In all cases where loans in excess of ten per centum are granted, the 
records must show who voted in favor thereof. Loans in any form to 
officers, directors or employees may be made only after approval of a 
majority of the board of directors or executive committee, and the names 
of those voting for such loans shall be spread upon the minutes. The 
applicant for the loan or anyone associated or connected with him may 
not be regarded as voting for th^ loan. 

Trust companies are required to make and publish reports as directed 
by the bank examiner. Annual examinations by two of the directors, 
under the direction of the bank examiner, are required. Branches may 
not be established outside the city or town in which the company is 
located, without special warrant from the bank examiner, and in any event 
a trust company may not establish branches outside of its own and an ad- 
joining county. Every director, officer, agent or employe who authorizes, 
or assists in procuring, granting or causing the granting of a loan in vio- 
lation of the law as stated above relating to loans to directors or officerSj 
every dirc^ctor wlio votes on same, and every director, officer, agent or 
employee who wilfully and knowingly pays out funds or permits or 
causes same to be done on loans in violation of said provisions, "shall 
be personally responsible for the payment thereof, and shall be guilty 
of a misdemeanor". 

For purposes of taxation, trust companies are required to make re- 
turns to the State assessors semi-annually. Money deposited in trust 
companies by minors or married women is subject to their order. Such 
corporations are forbidden to act as administrator or guardian, anything 
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in their charters to the contrary notwitlistanding. They must keep a 
reserve of 15 per centum of aggregate deposits payahle on demand or 
within ten days. The stockholders are subject to double liability. 

The laws of this State relating to "trust and loan associations" do 
not refer to trust companies^ but to building and loan associations. 

(Revised Statutes^ chapter 46; Laws 1889^ chapter 812; Laws 1893j 
chapters 281 and 293; Laws 1S95, chapter 48; Laws 1897> chapters 21 8j 
247, 259; Laws 1899, chapter 68; Laws 1901, chapters 196, 286; Laws 
1905, chapter 171; Laws 1907, chapters 96, 119.) 

Maryland. 

Trust companies in this State are incorporated only by special act 
of the Legislature. There was formerly a general law for the incorpora- 
tion of such companies, which was repealed in 1890. (Chapter 272, 
Laws of 1890.) The special charters define the powers and duties of 
such companies, which are usually quite full. The only general laws ap- 
plying to trust companies now are those designed to regulate and control 
same. They are required to make semi-annual reports as of June 80 and 
December 81, to the Treasurer of the State. The statutes specify the 
matters to be covered in the reports, but the Treasurer of State may call 
for additional information, and for additional reports. They are subject 
to an annual examination by the Treasurer or his appointee, the items to 
be covered in the examination being specified by the statute. If a com- 
pany be found unsafe, the Treasurer shall report to the Attorney-Gen- 
eral, who shall institute proceedings. Trust companies are required to 
deposit with the State Treasurer, to be held by him in trust as security 
for creditors, securities equal in value to 15 per centum of the paid-up 
capital, and not less than $80,000 in amount. Neither the deposits nor 
the loans of the company shall be allowed to exceed ten times the paid-up 
capital and surplus, ''but any such corporation authorized to receive court 
deposits may at any time receive on deposit and loan out any money 
which may be deposited with it by order of any of the courts of this 
State notwithstanding such limitation." The stockholders are subject to 
double liability. The Treasurer of State is required to report to the 
General Assembly at each regular session the condition of all trust com- 
panies. 

(Acts of 1892, chapters 109, 279; Acts of 1908, p. 56,) 

Massachusetts. 

Trust companies, which in this State were formerly incorporated 
only by special act of the Legislature, may, by an act passed in May, 
1904, be incorporated under the general law. Fifteen or more persons 
may incorporate. Notice of intention to organize a trust company must 
be given to the Board of Bank Incorporation, consisting of the Bank 
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Commissioner, the Treasurer and Receiver-General, and the Commissioner 
of Corporations, and must be published. The procedure for organization 
is set forth at length in the statute. No shares of stock shall be issued 
until the par value thereof is paid in full in cash. The amount of the 
capital shall not be less than $200,000, nor more than $1,000,000; except 
that in cities or towns of a population not greater than 100,000 the capital 
stock may be not less than $100,000, divided into shares of $100 each. 
When tlie entire capital stock is paid for and issued, a list of stockholders 
with addresses and number of shares held must be filed with the Board 
of Bank Incorporation, who, if satisfied that the law has been complied 
with, issue a certificate authorizing the corporation to begin business. No * 
corporation not duly authorized may advertise business as a trust company. 
Oificers of the corporation shall be sworn to the faithful performance of 
their duties. Each director must own at least ten shares of unpledged 
&tock, and a majority of them must be titizens and residents of the 
Commonwealth and not more than a third may be directors in any other 
such corporation. The books of the company must at all reasonable 
times be open to the inspection of stockholders and beneficiaries undec 
trusts. Trust companies in Boston must keep a reserve of 20 per centum 
of aggregate deposits less time deposits not payable within thirty days: 
trust companies elsewhere in the State must keep reserves of 15 per 
centum. Two-fifths of the reserve must be in cash on hand. The re- 
mainder may be on demand deposit with Boston trust companies duly 
authorized as reserve agents, or with National banks in Massachusetts 
or in the cities of New York, Philadelphia, Chicago or Albany. A por- 
tion of the reserve not exceeding one-fifth may consist of bonds of the 
United States or of Massachusetts: provided, that the aggre- 
gate cash reserve must always equal five per centum of the total time 
and demand deposits, exclusive of deposits in the savings department. 
Any Boston trust company may be authorized by the Bank Commissioner 
to act as reserve agent for other trust companies in the state. Such re- 
serve agent trust companies must keep one-half of their reserves in cash, 
and the balance may be on demand deposit with other Boston reserve 
ag^nt trust companies or with the National banks above described. 

Powers specified, to receive on deposit, storage or otherwise, money. 
Government securities, stocks, bonds, coin, jewelry, plate, vajoable 
papers and documents, evidences of debt, and other property of any 
kind; to collect and disburse income or principal; on deposits of money 
so received it shall not give collateral or other security; to advance money 
on credits on real property in the State or on personal security; to invest 
in stocks, bonds or other evidences of indebtedness of corporations; but 
■"no trust company shall advance money or credits upon notes secured by 
deed of trust or by mortgage upon farms or agricultural or unimproved 
land outside of this Commonwealth, except upon land situated in the 
New England States or the State of New York, nor invest in nor make 
loans upon securities of a company negotiating or dealing in such notes 
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so secured or in such mortgages"; and "no trust company shall as 
agents hnj, sell or negotiate securities or evidences of debt on which said 
company may not lawfully advance money or credits^ nor as such agent 
buy, sell or negotiate evidences of debts secured by real estate under 
mortgage or deed of trust"; to act as depository of court and trust 
funds; if court funds remain unclaimed for a period of more than ten 
years, the court may upon motion of the Attorney-General order same 
to be paid to the Treasurer and Receiver-General to hold for the owners; 
to act as executor, administrator, receiver, assignee, guardian, conservator 
or trustee "under the same circumstances, in the same manner, and subject 
to the same control by the court having jurisdiction of the same, as a 
legally qualified person"; any such appointment as guardian shall apply 
to the estate and not to the person of the ward ; to act as transfer agent, 
registrar, fiscal agent, trustee under bond issues. Trust funds may be 
invested only in authorized loans of the United States, or of any of the 
New England States, Illinois, Iowa, Michigan, Minnesota or WisconsiUj 
or the cities or counties thereof, or stocks of State or National banks or- 
ganized within the Commonwealth, or in the first mortgage bonds of a 
railroad incorporated in any of the New England States and whose 
road is located wholly or in part in the same and which has earned and 
paid regular dividends on all its stocks for two years, or in the bonds of 
any such railroad company unencumbered by mortgage, or in first mort- 
gages on real estate in this Commonwealth, or in any securities in which 
Savings banks may invest, or upon notes with two sureties of domestic 
manufacturing corporations or of individuals with a sufficient pledge as 
collateral of any of the aforesaid securities; but real estate acquired by 
foreclosure, etc., shall be sold at public auction within two years. 

The capital and liability of stockholders shall be held as security for 
the faithful performance of duties in trust capacities, and no surety 
shall be required upon bonds filed by such corporations, except that the 
court may at its discretion, upon application of interested parties, re- 
quire additional security where the company is by it appointed as ex- 
ecutor, administrator, receiver, assignee, or guardian. The company must 
be governed in the matter of investment of trust funds by the directions, 
if any, of persons creating trusts. A trust department must be main- 
tained for the purpose of keeping separate the trust funds and property 
and the accounts thereof. If savings deposits are received, a separate 
savings department must be maintained, whose assets shall be appro- 
priated solely to the security and payment of such deposits, the accounts 
and transactions of the department being kept separate. Ninety days' 
notice may be required for withdrawals in this department. Trust com- 
panies chartered subsequent to May 21, 1896, must annually set apart 
ten per centum of net earnings to a guaranty fund until same equals 25 
per centum of the capital, which fund shall be invested in the same 
manner as deposits in Savings banks may be invested. With companies 
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chartered prior to that date, the creation of such guaranty fund seems to 
be optional, but the fund once established must be maintained as long as 
trust undertakings remain unfinished. The guaranty fund shall be ab- 
solutely pledged for the faithful performance of trust duties, and trust 
creditors have in addition thereto an equal claim with other creditors 
upon the capital and other property of the corporation. Stockholders 
are subject to double liability. No such corporation shall loan upon its 
ovm stock, or purchase same, except to prevent loss upon a debt pre- 
viously contracted in good faith, in which case the stock shall within six 
months be sold at public or private sale. The total loans to one person 
or firm shall not exceed one-fifth of the paid capital and surplus, where 
the capital of the company is $50,000, or over, nor one-fifth of the 
capital of companies with a smaller capital; but bona fide discounts shall 
not be considered as money borrowed. Such corporation may hold real 
estate unencumbered by mortgage, for its use, to an amount not exceed- 
ing 25 per centum of its paid capital, and in no case exceeding $250,- 
000; but investments legally made prior to April 18, 1894, need not on 
this account be changed. Branch offices for receipts of deposits, payment 
of checks and transacting a safe-deposit business, only, to be conducted 
in the same city where the main office is located, but not elsewhere, were 
formerly permitted; and may be continued, if heretofore authorized: 
but after January 1, 1909, a trust company may be authorized to have 
one such branch only. Reports must be made on call of the Bank Com- 
missioner, not exceeding five times within any calendar year, giving full 
information detailed in the statute. For purposes of taxation, they 
render an annual report in May. Such companies are subject to exami- 
nation by the commissioners the same as Savings banks; t. e., annually 
and whenever the commissioner deems it wise. The stockholders of every 
trust company are required to elect each year an examining committee 
of three stockholders who are not members of the executive or finance 
committees, nor the president, vice-president, secretary or treasurer of 
the company. At least once a year, without previous notice to the officers 
or directors, this committee must make or cause to be made a thorough 
examination of the company's afi^airs. Within ten days after the comple- 
tion of the examination the committee must report to the bank commis- 
sioner, giving the assets and liabilities, including those of the trust de- 
partment, and such other information as the commissioner may require. 
The report must also be read to the directors and to the stockholders at 
their next meetings. If the commissioner thinks it necessary after re- 
ceipt of the report he may require a special examination by an expert, at 
the company's cost. 

(Revised Laws, chapter 116, including amendments to 1902; Acts 
1902, chapter 355; Acts 1904, chapters 200, 874; Acts 1905, chapters 
189, 228, 331; Acts 1906, chapter 204; Acts 1907, chapters 319, 820, 
417, 487. Acts 1908, chapters ll6, 520.) 
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Michigan. 

Seven or more persons may incorporate to carry on a "trust, deposit 
and security business." Articles of association must be executed in 
triplicate and filed. The capital must be at least $300,000 in cities of 
100,000 inhabitants or more, and at least $150,000 in smaller places, and 
may not exceed $5,000,000; 50 per centum must be paid in at the start 
and the balance within six months. Before the company begins business, 
CO per centum of the capital, but not more than $200,000 in amount, in 
securities, must be deposited with the State Treasurer. The number of 
directors must be seven or more, and each must own at least ten shares 
of stock. Before a dividend is declared, one-tenth of the net profits 
must be carried to surplus fund, until it equals 20 per centum of the 
capital. Powers specified, to hold real and personal property in trust; 
to execute trusts for married women and minors; to administer court 
trusts; to act as agents or attorneys for the transaction of business, the 
management of estates, the collection of income, principal, etc.; to act 
as fiscal agent, transfer agent and registrar; to act as executor, admin- 
istrator, trustee, receiver or assignee, guardian of any minor, incompetent 
person, lunatic, or any person subject to guardianship, courts being au- 
thorized to make such appointments; except in the discretion of the 
court, trust companies acting in these capacities need not be required to 
give security other than the deposit with the State Treasurer; to loan 
upon real and collateral security; to issue its notes and debentures pay- 
able at a future date; but nothing herein contained shall be construed as 
giving the right to buy and sell bank exchange, or do a general banking 
business; to do a safe-deposit business; to become sureties in cases where^ 
by law or otherwise, one or more sureties are required, except as surety 
on any recognizance for criminals ; to do a title insurance business. Such 
companies may hold real estate needed for the transaction of business, 
including with the business office, other apartments in the same build- 
ing to rent as a source of income, and such as is acquired in the settle- 
ment of debts ; but the latter shall not be reckoned as an asset for longer 
than five years. They may hold real estate in trust. They must keep 
a reserve of 20 per centum of "matured obligations and money due and 
payable." Of this three-fourths may be kept in any bank or trust com- 
pany approved by the Commissioner of the Banking Department. The 
securities to be deposited with the State Treasurer shall consist of bonds 
secured by mortgages, or notes and mortgages on' unincumbered real 
estate in Michigan, worth double the amount secured thereby, or public 
stocks and bonds of the United States, of Michigan, or of any State of 
the United States that has not defaulted on principle or interest for ten 
years, or in duly authorized issues of counties, townships, school districts 
and municipalities in such States. The directors may invest the balance 
of the capita], and moneys received in trust, in the same securities, " or 
in such real or personal securities as they may deem proper." The 
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stockholders are subject to double liability. Reports must be rendered 
quarterly or oftener, at the call of the Commissioner of the Banking 
Department. Such reports must be published in a newspaper. Reports 
must be made within ten days after each dividend^ giving amount of 
dividend^ amount carried to surplus, and net earnmgs in excess thereof. 
Such corporations are under the supervision of the Commissioner, and 
must be examined by him annually and when requested by the directors. 
If an unsafe condition is revealed, the Commissioner and the Attorney- 
General institute proceedings for the appointment of a receiver. The 
records of the stockholders must be open to inspection by directors, offi- 
cers, stockholders and the creditors of the company. Chapter 240, Acts 
of 1907^ provide for "safety and collateral deposit companies", having 
power to do a safe deposit business and certain limited trust business. 

(Compiled Laws 1897, Chapter l62, §§6156-6189. Acts 1897, No. 
106, Acts 1907, No. 240.) 

Minnesota. 

Three or more persons may incorporate "annuity, safe deposit and 
trust companies." The name adopted must be such as to be not readily 
confounded with that of an existing corporation; and corporations not 
organized under the trust company laws are forbidden to advertise a trust 
business. The capital shall be not less than $200,000, and not more 
than $2,000,000, divided into shares of $100 each. No business may be 
transacted until at least $200,000 has been actually paid in, in cash, and 
at least one-fourth of its capital has been invested and the securities so 
obtained assigned to and deposited with the Treasurer of State. The 
securities in which this deposit may be invested are bonds of the United 
States or of any State therein, bonds of the cities of St. Paul, Minne- 
apolis, or Duluth, and in certain other municipal bonds, county, school 
district and railroad bonds described in the statute. These securities 
are held by the Treasurer as a guaranty fund for depositors and credit- 
ors and for the faithful discharge of duty. Other like securities may 
be substituted from time to time. The income of same goes to the cor- 
poration making the deposit. The number of directors of such a cor- 
poration may be from nine to twenty-seven; a majority of them must be 
citizens of the State, and each must own at least ten shares of stock. 
Each director serves three years, one -third of them retiring each year. 
Directors are required to take an oath of office. • 

The powers specified for such corporations are the ordinary powers 
of corporations, and in addition, to hold real estate necessary for the 
convenient transaction of its business, and such as is acquired by fore- 
closure, etc. ; but no investments may be made in real estate, either of the 
fimds of the company or of trust funds, unless by virtue of a particular 
contract with the maker of a trust; to loan on mortgage security; "to 
purchase notes, bonds, mortgages and other evidences of indebtedness and 
other securities"; to hold real or personal property in trust; to receive 
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trusts from courts, from public or private corporations or from persons; 
to execute trusts for married women with respect to their separate 
estates ; to> act as fiscal and transfer agent and registrar ; to act as 
depository for court funds, for officers and for persons acting in trust 
capacities; to act as trustee, assignee, receiver, executor, administrator, 
guardian of the person or estate of minors, guardian of the estate of any 
lunatic, imbecile, spendthrift, habitual drunkard or other person unable 
to manage his estate; the courts are authorized to make such appoint- 
ments, and no bond or other security need be required of the corpora- 
tion; to act as general agent and attorney in fact for the management 
of estates, "and generally to act for and represent corporations or per- 
sons under powers and letters of attorney in all respects as a natural 
person could do"; and to become sole surety upon any bond or under- 
taking in suits or special proceedings in courts. Persons holding fidu- 
ciary appointments may resign in favor of a trust company. Trust 
funds of $100 or over must be invested within a year in the same kinds 
of securities as those specified for the deposit with the Treasurer of 
State, and such securities must be allowed by the probate court in settle- 
ments. Trust funds and accounts must be kept separate from other 
funds and accounts of the corporation; securities purchased with trust 
funds must be endorsed to the company as trustee, etc. Orders of courts 
or agreements regarding the investment of trust funds must be followed. 
"No such corporation shall engage in any banking, mercantile, manufac- 
turing or other business, except such as is hereby expressly authorized." 
No loans shall be made to directors, officers or employees, nor shall the^r 
be allowed to become indebted to the corporation in any way; and viola- 
tion of this is made the crime of embezzlement. Such companies are at 
all times subject to further orders from the courts appointing them to 
trusts, and must render statements to such courts when called for. They 
are subject also to the general jurisdiction of the district court of their 
county. They must render statements annually in June to the Public 
Examiner, and have same published in a newspaper, with a list of stock- 
holders, and give additional information when called for by the Ex- 
aminer. The Public Examiner must examine every such company each 
year or oftener. If he finds an unsafe condition, he may take charge at 
once of all the affairs and property of the company, and apply to the 
proper court for a receiver. Such companies are forbidden to make an 
assignment, but must notify the Examiner instead. Unauthorized con- 
cerns may not use the word "trust" in titles. 

(Revised Laws, 1905, Chapter 58, §§3083-3047, §2847 and §2978. 
Laws of 1905, Chapter 49. Laws of 1907, Chapter 225.) 

Mississippi. 
Trust companies are chartered under the general laws as banks with 
trust company powers. They are governed by the same laws as other 
banking institutions, "and their acts shall be subject to the same restric- 
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tions and supervision by the courts as the acts of a person acting in 
such fiduciary capacity." The capital must be at least $100,000. Pow- 
ers specified, in addition to ordinary banking, to receive and execute 
trusts of every description received from persons, corporations or by 
order of courts ; to hold in trust real or personal property under any legal 
trusts ; to execute or guarantee bonds required by law ; to act as agent for 
the investment of money or the management of property; to act as trans- 
fer agent, registrar, trustee under bond issues ; to act as guardian, admin- 
istrator, executor; to do a fidelity insurance business; to act as agent or 
attorney in fact for the sale of real or personal property; to accept trust 
funds or other property upon specially agreed terms, but may not charge, 
receive or pay more than legal interest; to loan upon real or collateral 
security; to act as assignee or receiver; to act "in any other fiduciary 
capacity authorized by law." 

"Trust companies may establish a special mutual loan department in 
which the expenses, losses and profits shall be kept separate from all 
other departments." Separate stockholders may be received for such 
department, who may borrow from the company and fix and regulate 
the manner of conducting this department. "Shares of stock may be 
issued to such borrowers, to be paid for in such installments as may be 
i^greed upon or fixed by the by-laws." Details of this department are 
further outlined. (Section 265.) 

Banks and trust Companies must make at least four reports a year 
to the Auditor of Public Accounts, at his call without previous notice, 
according to forms furnished by him, which form must call for resources 
and liabilities, amount of indebtedness to the company owing by owners, 
stockholders, officers and directors. The reports must be published in 
local newspapers. Companies having on deposit money or other effects 
belonging to a deceased depositor must, within thirty days after the 
qualification of the executor or administrator of said deceased depositor^ 
mail to the executor or administrator a statement of the amount of such 
deposit. The creation of branch banks or offices is forbidden after Octo- 
ber, 1906; and companies then operating branches are required to set 
apart and maintain $10,000 as a capital for each branch. 

The directors are required to hold at least three regular meetings 
each year "for the purpose of making a full and careful investigation 
and inquiry into the condition and affairs of the bank, and particularly 
of its accounts and securities." Accurate records of these meetings must 
be kept, signed by all directors participating therein. The word "trust" 
must form part of the title of every trust company, and no institution 
not authorized by its charter to transact the business of a trust com- 
pany as set out in this chapter may use the words "trust" or "trust 
company" in its title. 

(Code 1906, Chapter 14, sections 256-267; Laws 19O8, H. B. 179, 
417.) 
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Missouri. 

Trust companies may be incorporated by five or more persons. Arti- 
cles of agreement must be filed. 

Powers specified^ to receive money in trust; minors may control their 
OMm accounts; to do a safe deposit business; to execute trusts of every 
description for persons and corporations; to execute trusts received from 
courts; to act as assignee, receiver^ trustee and depositary; to execute 
bonds required in court proceedings; to hold real or personal property in 
trust; to act as agent and attorney in fact for persons and corporations 
in the management of property and for the investment of money; to act 
as transfer agent and registrar; to execute trusts for married women in 
respect to their separate property, and to act as agent for the manage- 
ment of such property, "and generally to have and exercise such powers 
as are usually had and exercised by trust companies"; to act as executor, 
administrator, guardian or curator of any infant, insane person, idiot or 
habitual drunkard, or trustee for any convict in the penitentiary, under 
the appointment of any court of record having jurisdiction; to do a 
fidelity insurance business; to do a title insurance business; to loan 
money upon real estate or collateral security, and to execute and issue 
its notes and debentures payable at a future time, and to pledge its 
mortgages on real estate and other securities as security therefor, but 
such notes and debentures may not exceed in the aggregate ten times the 
paid-up capital, and may not exceed the amount of first mortgages 
pledged to secure their payment; to buy and sell all kinds of Govern- 
ment, State, municipal and other bonds, and all kinds of negotiable and 
non-negotiable paper, stocks and other investment securities. Trust com- 
panies must maintain a reserve of 15 per centum of demand deposits, 
on hand or on deposit. Deposits on which the company has the right to 
demand twenty days' notice are not to be considered demand deposits. 

Before a dividend is declared, one-tenth of the earnings must be car- 
ried to surplus until the latter equals 2(» per centum of the capital. 

The amount of ca}>ital shall be not less than $100,000, and not 
more than $10,000,000. 

The number of directors shall be not less than five nor more than 
twenty-five; all of them must be stockholders, and a majority of them 
must be bona fide citizens of the State. If the number of directors ex- 
ceeds five, they shall be divided into three classes, so that one-third of the 
number shall retire each year, the term of each member being three years. 
They may invest moneys placed in their charge in loans secured by real 
estate or other sufficient collateral security, in public bonds of the United 
States or of this State, or in the bonds or stoeks of any incorporated 
city or county in this State. The directors must meet at least once a 
month. Their written records must show the aggregate indebtedness of 
each director, and no one of them may borrow in excess of 10 per centum 
of the capital and surplus without consent of a majority of the others. 
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Loans may not be made on the company's own stocky except to pre- 
vent loss on debts previously contracted in good faith^ in which case the 
stock must be sold within six months. A trust company may own only 
such real estate as is required for the transaction of its business^ and 
such as is acquired in satisfaction of debts due it. 

Upon making with the Superintendent of the Insurance Department 
a deposit of $200,000^ consisting of cash. Treasury notes of the United 
States^ or Government, State, county, municipal or other bonds, or bonds^ 
jiotes or debentures secured by first mortgages, or deeds of trust or mort- 
gages, or deeds of trust on unencumbered real estate in the State of 
Missouri, worth at least double the amount loaned thereon, or such other 
first-class securities as the said Superintendent may approve, and upon 
satisfying said Superintendent of its solvency, any corporation organized 
under this act shall be permitted to qualify as guardian, curator, exec- 
utor, administrator, assignee, receiver, trustee by appointment of court 
or under will, or depositary of money in court, without giving bond as 
such, and also to become sole guarantor or surety upon bonds and to do 
fidelity insurance business. Such deposit shall be primarily liable for 
obligations of the company due to its acting in the capacities named. 

Trust companies are under the jurisdiction of the State Banking 
Department, who must examine each company at least once a year and 
oftener if it seems expedient. The stockholders are also required to ap- 
point a committee of three or more of their number to make an annual 
examination. 

(Annotated Statutes, 1906, Chapter 12, Article XII, sections 1424- 
1489; Article VIII, sections 130.8-1811; — as amended by Senate Bill No. 
148, Acts of 1907, pages 134 sqq., Approved March 18, 1907.) 

Montana. 

Three or more persons may incorporate to carry on n "trust deposit, 
security and loaning business." Articles of agreement must be filed with 
the Secretary of State, and a copy with the county recorder of deeds. 
The term of existence of the corporation may not exceed fifty years* 
The capital must be not less than $100,000 nor more than $10,000,000. 
The number of directors must be not less than three nor more than 
twenty-five; all must be stockholders, and a majority must be bona fide 
citizens of the State. If their number exceeds Rve, the term of office of 
each shall be three years, and one-third shall retire each year. 

Powers specified, to receive moneys in trust; to accept and execute 
trusts of every description committed to them by persons, corporations 
or by order of courts; to hold any real or personal estate in trust; to 
execute or guarantee any bonds required to be given in proceedings in 
law or equity; to act as agents for the investment of money; to act as 
transfer agent or registrar; to execute trusts for married women in re- 
spect to their separate property, and to manage same, "and generally to 
have and exercise such powers as are usually had and exercised by trust 
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companies"; to act as trustee, assignee^ receiver^ administrator, executor, 
guardian of the person and estate of any minor, or of the estate of any 
lunatic, imbecile, spendthrift, habitual drunkard or other persons unable 
to manage their estates; to do a fidelity insurance business; to do a title 
insurance business; to loan money upon real or personal security; to 
issue its notes or debentures payable at a future time, and to pledge its 
mortgages upon real estate or other securities as security therefor; to 
buy and sell Government, State, county, municipal and other bonds> and 
all kinds of negotiable, non-negotiable and commercial paper, stocks and 
other investment securities ; to become endorser and surely ; to receive 
both time and demand deposits ; to do a safe deposit business. 

The directors are authorized to invest the capital "in good securi- 
ties"; and the capital and funds entrusted to the company may be in- 
vested in notes or bonds and mortgages on unincumbered real estate in 
the State, or in stocks and bonds of this State or any State or Territory 
of the United States, or in the bonds of any county, city, town or school 
district of this State. Such corporation may own only such real estate 
as is required for the transaction of its business and such as is acquired 
in the settlement of debts due it. 

Loans to any managing officer are forbidden except upon good col- 
lateral or other good and specific security; and where such a loan ex- 
ceeds 10 per centum of the capital it must first be approved by a majority 
of the Board of Directors and be entered with their signatures upon the 
minutes. Loans to any one party, — bona fide discounts excepted, — must 
not exceed 20 per centum of the capital and surplus. Stockholders art. 
subject to double liability. The reserve required is fifteen per centum of 
Uic total deposits, "of which such portion as the Board of Directors may 
determine" may be on deposit in banks in cities of the first and second 
classes approved by the State Examiner as reserve banks. The reserve 
banks are required to maintain a reserve of 25 per centum, which 
may be in lawful money or on deposit with banks subject to the approval 
of the State Examiner. The use of the terms "trust" and "trust com- 
pany" in titles is forbidden except to regularly organized trust com- 
panies. Foreign companies may operate in the State under conditions 
detailed in the statutes. The Laws of 1905, page 216, provide for the 
organization of "Endowment and Investment Corporations", which have 
some of the powers of banks and of trust companies. 

The State Examiner is required to call for not less than four reports 
each year from trust companies, at intervals of not less than two calendar 
months; the reports to be according to a form prescribed by him and to 
be published in local papers. The directors are authorized to declare 
semi-annual dividends; and reports of dividends must be forwarded to 
the State Examiner within ten days after same are declared. The direc- 
tors are personally liable for violations of the law. 

(Code 1895, paragraphs 590-611. Act of March 15, 1901. Laws of 
1905, Chapter 19- Laws of 1907, Chapters 137, 159, 164, 190.) 
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Ngrrabka. 



This State has no statutes relating to trust companies. Paragraph 
2081 of the Compiled Statutes (chapter l6, section 128), provides that 
*'any number of persons may be associated and incorporated for the 
transaction of any lawful business." 

Nevada. 

This State has no statutes relating specifically to trust companies. 
The general Incorporation laws provide (Laws of 1908, chapter 121) 
that three or more persons may incorporate for the transaction of any 
lawful business, except to carry on within the State an insurance busi- 
ness, or that of a surety company, or that of a railroad company other 
than a street railroad. Such a corporation has, in addition to certain 
specified and ordinary powers of corporations, "the powers expressly 
given in its articles or certificate under which it was incorporated." 
Chapter 119, Statutes of 1907, creates a Board of Bank Commissioners. 
Trust companies are apparently subject to the control of this Board if 
they do a banking business, but are not mentioned in the act. 

New Hampshire. 

Trust companies, as ^ell as banks, are incorporated only by special 
ach of the Legislature. The powers of such corporations are enumerated 
in their charters. There are a few general laws regulating the business 
of trust companies. For purposes of taxation, they are required to re- 
port to the State Treasurer annually, on or before May 1. The company 
must pay to the same official annually, in October, a tax of three-fourths 
of one per centum upon the amount of the general deposits on which it 
pays interest, after deducting the value of its real estate and the value 
of its loans secured by mortgage on real estate in the State made at a 
rate not exceeding Rve per centum p>er annum; and in addition a tax an- 
nually of one per centum upon the capital stock, less the value of all real 
estate owned by the corporation and not already deducted from the 
amount of the general deposits as hereinbefore provided. Such taxes 
are in lieu of all other taxes against the corporation, their stockholders 
-and their depositors on account of their interests therein. Trust com- 
panies are under the supervision of the Bank Commissioners, who are 
required to examine them annually, or oftener when so directed by the 
Governor. If unsafe conditions are revealed, the Bank Commissioners 
may apply to the supreme court for the appointment of an assignee to 
take charge of the institution. Trust companies are forbidden to make 
loans to officers or directors except by the unanimous approval of the 
board of directors in writing. If the company transacts the business of 
a Savings bank, such business must be conducted in a separate depart- 
ment, which is amenable to the laws governing Savings banks, and the 
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Treasurer of the company shull give a bond to the savings department in 
like manner as is required of the treasurers of savings banks. Trust 
companies are forbidden to commence business until they have satisfied 
the Bank Commissioners that their capital has been paid in in accordance 
with the provisions of their charters. The management of such com- 
panies shall consist of a board of trustees or directors elected annually, 
who must be sworn to the faithful discharge of their duties, and one of 
whom shall be elected President of the company. Such board shall elect 
an investment committee of not less than three of its. members. The 
board must meet at least once each month, and receive the report of the 
investment committee. Each director must be the absolute owner of at 
least ten shares of stock; or of at least five shares if the capital stock 
does not exceed $50,000. A trust company may not "hire" money or give 
its note except on the duly recorded vote of the directors. The directors 
are required to make a semi-annual examination of the company, forward 
reports of such examinations to the Bank Commissioners, and publish 
copies of same in a local newspaper. For the record of loans and invest- 
ments, trust companies must keep a separate book, with classifications as 
required by the Bank Commissioners, which book must be submitted to 
the Commissioners or the dijrectors at each examination. The Treasurer 
of the company must report to the Bank' Commissioners the condition of 
the company annually as of the last business day of June. Officers and 
employees are forbidden to receive any fee, present or benefit from bor- 
lowers as an inducement to make loans. Trust companies are forbidden 
to loan to one person, firm or corporation an amount in excess of ten 
per centum of their capital, or to hold, both by way of investment and 
security for loans, the stock and bonds of any corporation to an amount 
in excess of said ten per centum, or to make loans on their capital stock. 
(Laws of 18,95, chapters 90, 92, 105 and 108; Laws of 1899, chap- 
ter 14; Public Statutes, chapter 65, §12, and chapters 162, 163 and l65^ 
passim.; Laws of 1905, chapter 32.) 

New Jersey. 

The laws of this State regarding trust companies were carefully re- 
vised in 1899, and the Trust Company Law of that year is quite elabo- 
rate. Seven or more persons "of full age" may incorporate a trust com- 
pany. The name of the company must contain the word "trust", and no 
company incorporated under any other act may use such word in its title. 
The capital must be at least $100,000 fully paid, divided into shares of 
$100 each. More than one class of stock is forbidden. The proceedings 
for incorporation are specified in detail. 

In addition to the usual corporate powers, such a company, "whether 
such powers are set forth in its charter or certificate of incorporation 
or not," shall have power: To act as fiscal or transfer agent, and in 
such capacity to receive and disburse money ; to act as registrar ; to act as 
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agent for corporations^ foreign or domestic; to receive deposits of trust 
moneys^ securities and other personal property ; to loan on real or personal 
security; to hold such real estate as is necessary or convenient for the 
transaction of its business^ or as its purposes may require, and such as is 
acquired in the settlement of debts due to it: to act as trustee under a 
mortgage or bond issuc^ "and to accept and execute any other municipal 
or corporate trust not inconsistent with the laws of this State;" to exe- 
cute trusts for married women in respect to their separate property and 
to be their agent in the management of same; to act under appointment 
of court as guardian^ receiver or trustee of the estate of any minor^ and 
as depository of any moneys paid into court; to receive and execute court 
trusts; to manage estates; to receive and execute trusts of any nature or 
description confided to it by persons, bodies politic, corporations or other 
authority, and to hold any property or estate, real or personal, that may 
be the subject of any such trust; "to purchase, invest in and sell stocks, 
promissory notes, bills of exchange, bonds and mortgages and other se* 
curities"; but "no corporation created under this act shall have power to 
discount commercial paper"; to give its bonds or obligations for moneys 
or securities for moneys borrowed or received on deposit or for invest- 
ment; to act as assignee or trustee imder an assignment; to act as re- 
ceiver or trustee ; to act as executor, administrator or as committee of the 
estates of lunatics, idiots, persons of unsound mind and habitual drunk- 
ards; to do a safe deposit business, a title insurance business, a fidelity 
insurance business, and to become sole surety in cases where by law two 
or more sureties are required, provided such powers are enumerated in 
the certificate of incorporation; to collect coupons or interest on securi- 
ties; to receive and manage any sinking fund; "generally to execute 
trusts of every description not inconsistent with the laws of this State 
or of the United States"; to receive money on deposit subject to check 
or otherwise. 

Trust companies are forbidden to make loans upon bills, notes or 
other evidences of debt, except to a county, city, town, township, 
borough or municipality of this State, unless the same shall be secured 
by mortgage upon lands or by other securities, the actual market value of 
which other securities shall at all times exceed by at least ten per 
centum the amount loaned upon the same. Funds or property held in 
trust must not be mingled with the other funds or property of the com- 
pany. Such a company may not be appointed to act as assignee, receiver, 
administrator, guardian or trustee by any surrogate or court of the 
State, until it has set apart a fund specially devoted to securing jts liabili- 
ties in such capacities of trust and confidence, invested in securities of 
the character in which trust funds may by law be invested, and has de- 
posited such securities with the register of the prerogative court. This 
fund must be equal to at least one-fifth the amount of the liabilities for 
which the fund is especially responsible, unless the fund equals or ex- 
ceeds $100,000 — in which case it must be equal to at least one-tenth of 
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such liabilities. However^ the creation of this fund is not required when 
the trust company gives security in the manner prescribed by law in such 
behalf for natural persons, or in cases where the trust company shall 
have been appointed ns executor or trustee by any will or deed. If the 
deposit be made^ no other security shall be required. 

A list of stockholders of record must be kept which must be open at 
all times during business hours to the inspection of any stockholder. The 
ajQTairs of every trust company shall be managed by a board of not less 
than five directors, elected annually. A majority of the Board consti- 
tutes a quorum; provided that if the number of directors exceeds nine, 
they may designate nine members, of whom any five shall constitute a 
•quorum. Each director must own at least five shares of stock, and is 
required to subscribe to and place on file an oath not to knowingly vio- 
late, or permit to be violated, the provisions of the trust company law. 
Before the directors may declare a dividend, one-tenth of the net profits 
must be carried to a surplus fund until such fund equals twenty per 
•centum of the capital. The directors must appoint examining commit- 
tees who must examine the affairs of the company every six montlis. No 
loans may be made to directors, officers or employees unless the proposi- 
tion to make such loan shall have been submitted in writing to the direc- 
tors or executive committee and regularly approved by a majority of 
those present constituting a quorum, nor shall such persons be permitted 
to become indebted to the company through an overdraft. At least two 
reports each year must be made to the Commissioner of Banking and 
Insurance, according to a form prescribed by him, and abstracts of such 
reports must be published once in a local newspaper. The Commissioner 
may call for special reports. No trust company shall make loans on its 
•own stock; or be a purchaser of same unless such purchase be neces- 
■sary to prevent loss on a previously contracted debt; and stock so pur- 
chased must be disposed of within one year. Deposits made by minors 
/ire under their control. 

Every trust company receiving deposits of money subject to check or 
payable on demand shall keep a reserve fund of fifteen per centum of all 
its immediate demand liabilities. One-fifth of this must consist of cash 
on hand: the balance may consist of deposits in "good, solvent banks or 
trust companies." Trust companies are subject to the inspection and 
.superviriion of the Commissioner of Banking and Insurance, who must 
•examine them when he deems it expedient or at their request. If unsafe 
•conditions are revealed, he may take immediate possession, notifying the 
Attorney-General, who shall institute such proceedings as are necessary. 
The capital of a trust comp.^ny must be taxed in the taxing district where 
its office is situated, and its real estate where such real estate is situated. 
Trust companies are specially authorized to act as depositaries for the 
moneys of counties, cities and other municipalities. Trust companies 
may pay to either person moneys on a joint account, whether the other 
be living or not. It is a misdemeanor to circulate false reports regard^ 
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ing a bank or trust company. Foreign trust companies may do only such 
business as is permitted to domestic trust companies, and upon compliance 
with the laws. 

(Laws of 1899, chapter 174; Laws of 1902, chapter 71 ; Laws of 1903, 
chapters 210 and 214; Laws of 1906, chapters 157 and 191; Laws of 
1907, chapters S5y 40 and 50.) 

New Mexico. 

Fifteen or more persons, a majority of whom are residents of the 
Territory, may incorporate a trust company. Articles of agreement must 
be filed with the Territorial Auditor of Public Accounts and with the 
probate clerk of the county. The capital stock actually subscribed must 
be at least $100,000, of which at least $100,000 must be paid in lawful 
money of the United States. The number of years that the corporation is 
to continue may not exceed fifty. 

Powers specified: To receive money in trust; to guarantee special 
deposits; to do a safe deposit business; to accept and execute all such 
trusts and perform such duties of every description as may be com- 
mitted to them by courts; to hold in trust real or personal property from 
whatever source received, and to execute any lawful trusts regarding 
same; to act as principal or surety and to p^iarantee against loss any 
principal or surety on any bonds required by law; to act as agent or at- 
torney-in-fact for persons or corporations in the management of real or 
personal property and for the investment of money; to act as transfer 
agent and registrar; to execute trusts for married women with respect 
to their separate property, real or personal, and to act as agent in the 
management of same; to act as executor, administrator or as guardian 
of the estate or curator of any infant, insane person, idiot or habitual 
drunkard or convict; to do a fidelity insurance business; to guarantee 
the principal or interest, or both, of any securities of any kind; to con- 
duct a title insurance business; to loan money on real estate and col- 
lateral security; to purchase^ invest in and sell all kinds of Government,. 
State, municipal and other bonds, and all kinds of negotiable and non- 
negotiable paper, and other investment securities. Courts are authorised 
to appoint trust companies as administrators, guardians, trustees, re- 
ceivers, assignees, or in other fiduciary capacities, and as legal deposi- 
tories for funds in the keeping of persons holding fiduciary appoint- 
ments. Such court or officer may make orders regarding such trusts, and 
require such accounts as could be required of a natural person 
acting in such capacity. Any trust company may qualify as executor,, 
administrator, guardian, receiver, trustee, assignee, committee or in any 
other fiduciary capacity or as depository of money in court, may be- 
come sole guarantor, surety upon bonds, and so on, without giving bond,, 
upon making with the Auditor of the Territory a deposit of not less 
than $50,000 nor more than $200,000, as the Auditor may from time to 
time require, in cash. Treasury notes of the United States, or Government,. 
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State or Territorial bonds^ or bonds of any county of this Territory 
which has not defaulted in the payment of its obligations for five years. 
Such deposit shall be primarily liable for the obligations of such corpora- 
tion acting in fiduciary capacities^ and shall not be liable for any other 
debt or obligation of the corporation until all such trust liabilities shall 
have been discharged. But such corporations may act in such fiduciary 
capacities without having made such deposit^ upon the execution apd ap- 
proval of a bond as required by law in the case of individuals. The se- 
curities deposited with the Auditor must be by him turned over to the 
Treasurer of the Territory, who shall have custody of same. 

No dividends may be declared by trust companies until at least $100,- 
000 of the capital stock has been paid in. Before dividends are declared^ 
one-tenth of the net earnings must be carried to a surplus fund until 
such surplus fund equals twenty per centum of the paid-in capital stock. 

Such corporations may not make loans on their own stock; nor shall 
they purchase their own stock, except to prevent loss upon a debt pre- 
viously contracted, in which case such stock must be disposed of within 
SIX months. Loans to any one person may not exceed twenty per centum 
of the paid capital, and loans to any director, officer or employee must 
not exceed ten per centum of the paid capital. Such corporations must 
maintain a reserve of 15 per centum of their liabilities other than the 
liabilities for which bonds in an amount not less than $50,000 have been 
deposited with the Auditor of the Territory. Three-fifths of the reserve 
may consist of balances due the corporation from any National, State or 
Territorial banks or from any trust companies designated by the Audi- 
tor of the Territory. 

Trust companies are required to make to the Auditor of the Territory 
not less than four reports during each year, according to the form 
which may be prescribed by him, and such reports must be published in 
a local newspaper. The Auditor may in his discretion call for special re- 
ports at any time. He is required to make examinations of trust com- 
panies once eac)i half year, and oftener if he deems it necessary. If 
unsafe conditions are found, he may take charge of the company, and 
notify the Governor, who shall require the Solicitor-General to institute 
proceedings for the appointment of a receiver. Trust companies may 
become depositories of Territorial moneys to an amount not exceeding 
forty per centum of their paid-up capital. The affairs of such com- 
panies shall be managed by a board of not less than five directors, each 
of whom shall own at least ten shares of stock, and a majority of whom 
shall be bona fide citizens of the Territory. Directors serve for one 
year, unless the articles of incorporation divide them into classes so that 
the terms of a part of them expire each year, in which case the terms 
may be for three or five years. They are required to take an oath for the 
faithful performance of their duties. Trust companies may hold real es- 
tate needed for the business, and such as is obtained in the settlement of 
debts due to them, but the latter must be disposed of as speedily as 
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possible. Provision is made for the conversion of building and loan 
companies into trust companies. The provisions of the general incor- 
poration act are made applicable to trust companies^ so far as not in- 
consistent with this act. 

(Council substitute for Council bill No. 10, February 28, 1908; 
Laws of 190S, chapters 52, 54 and 115; Laws of 1905, chapters 78 and 
106; Laws of 1907, chapters 4, 66, lOS.) 

New York. 

Thirteen or more persons may incorporate a trust company. An or- 
ganization certificate must be filed with the Superintendent of Banks, 
who is charged with the duty of satbfying himself of the need of the 
proposed corporation and of the advisability of its incorporation. Cap- 
ital required, at least $100,000 in towns or cities whose population does 
not exceed 25,000; at least $150,000 in cities of from 25,000 to 100,000 
inhabitants; at least $200,000 in cities of from 100,000 to 250,000; and 
at least $500,000 in larger cities. 

Powers specified :•' To act as fiscal or transfeir agent or registrar; 
to act as agent for corporations, foreign or domestic; to receive deposits 
of trust moneys, securities and other personal property from persons or 
corporations; to loan money on real or personal securities; to hold real 
estate necessary for the transaction of business, and such as is acquired 
in the satisfaction or partial satisfaction of debts due to the company; 
to act as trustee under any mortgage or bond, "and accept and execute 
any other municipal or corporate trust not inconsistent with the laws of 
this State"; to execute trusts for married women with respect to their 
separate property, to act as agent in the management of same; to act 
under the appointment of court as guardian, receiver or trustee of the 
estate of any minor; to act as depositary of moneys paid into court; to 
exercise such legal trusts in regard to the management of property, real 
or personal, as may be confided to it by courts, persons, corporations, 
municipalities or other authority; to execute trusts and powers of every 
description received from any source; to purchase, invest in and sell 
stocks, bills of exchange, bonds and mortgages and other securities; to 
give its bonds or obligations for moneys or securities for moneys bor- 
rowed or received on deposit or for investment; to act as executor, trustee 
under will, administrator, and committee of the estates of lunatics, idiots, 
persons of unsound mind and habitual drunkards; to do a banking busi- 
ness. No such corporation may make any contract or accept or execute 
any trust which it would not be lawful for any individual to make, 
accept or execute. No loan exceeding in amount one-tenth of the capital 
stock shall be made by any such corporation, directly or indirectly, to 
any director or officer thereof, and such loans must have the consent of a 
majority of the directors. Foreign trust companies are forbidden to do 
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a trust company business in New York, and any person or corporation act- 
ing as agent for same is guilty of a misdemeanor. A trust company may 
have branches in the city in which its business is transacted, but not 
elsewhere: but written approval of the Superintendent of Banking 
must be obtained for the opening of a branch, and the capital of the 
company must exceed the capital required by law by the sum of $100,- 
000 for each branch office maintained. Courts are authorized to appoint 
trust companies as administrators, guardians, trustees, etc. Moneys 
brought into court on orders or judgments may be deposited in properly 
designated and bonded trust companies. Before engaging in business such 
companies are required to deposit with the Superintendent of Banks 
securities equal in value to ten per centum of the paid-up capital stock, 
and not less in amount than $100,000 in cities of 500,000 population or 
more, not less than $50,000 in cities of from 100,000 to 500,000 popula- 
tion, not less than $30,000 in cities of from 25,000 to 100,000 popula- 
tion, and not less than $20,000 in smaUer places. These securities must 
. consist of public bonds or stocks of the United States, or of this State, 
or of any of its political subdivisions; they must be registered in the 
name o£ the Superintendent officially, as held in trust as security for the 
depositors with and the creditors of such corporation. Beyond this 
deposit, no security shall be required of trust companies for or in re- 
spect to any trust, or when appointed executor, administrator, guardian, 
trustee, receiver, committee or depositary; except that courts or officers 
making such appointments may, upon proper application, require such 
security as they deem proper. Such courts or officers may make further 
orders regarding such trusts, and may require the corporation to render 
such accounts as might be required of a natural person acting in like 
capacity. The capital of such a company shall be invested in bonds and 
mortgages on unincumbered real property in this State to the extent of 
60 per centum of the value therof , or in the stocks or bonds of this 
State or of the United States, or of any county or city of this State duly 
authorised by law to be issued. The stocks or bonds must not be valued 
on the books or in reports at a higher value than that determined by 
amortization, so as to bring them to par at maturity. Moneys received 
in trust may be invested, in the company's discretion, in the same 
classes of securities as the capital, or in the stocks or bonds .of any 
State of the United States, or in such real or personal securities as it 
may deem proper. No such corporation shall hold stock in any private 
corporation to an amount in excess of ten per centum of its capital, sur- 
plus and undivided profits; nor shall it own stock of another monied 
corporation (except of a safe deposit company immediately connected 
with and adjacent to it,) to an amount exceeding, in par value, ten per 
centum of the outstanding capital of such other monied corporation. On 
all sums of money not less than $100 which shall be collected and re- 
ceived by such corporation acting in trust capacities, interest must be 
allowed at not less than two per centum per annum. The affairs of 
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such corporations shall be managed by a board of directors of such 
number^ not less than thirteen nor more than thirty, as shall from 
time to time be prescribed in its by-laws. Not less than one-third of 
such board of directors, and in no case less than seven, shall constitute 
a quorum. Each director must own and continue to own unpledged, at 
least ten shares of stock. Directors must take oath for the faithful per- 
formance of their duties. They must be divided into three classes, so 
that the terms of office of one-third of the members shall expire each 
year, each member then being elected for a term of three years. The 
directors must meet once a month. They must designate an officer or 
officers whose duty it shall be to submit to each director at each regular 
meeting, or to an executive committee of at least five members of the 
board a written statement of all purchases and sales of securities, and 
cf every discount and loan of $1000 or more made since the last meeting 
of the board; with description of collateral, together with other informa- 
tion. A verified copy of this statement must be filed with the records. 
Specially chartered trust companies are subject to the provisions of the 
general law so far as not inconsistent with the special laws relating to 
them. 

Trust companies, in common with other financial institutions, are re- 
quired to render reports to the Superintendent of Banks, upon his call, 
at least once every three months, such reports to contain such particulars 
as the Superintendent may prescribe. Summaries of such reports must 
be published in a local newspaper. Trust companies are subject to the 
supervision and inspection of the Superintendent of Banks, who must 
examine them at least twice a year or oftener at his discretion. If un- 
safe conditions are revealed, he must notify the Attorney-General, and 
may take possession of the company until the termination of the action 
instituted by the Attorney-General. Special examinations by order of 
the supreme court may be made on application of creditors or share- 
holders whose debts or shares amount to $1,000. All official communica- 
tions from the State Banking Department must be submitted to the 
Directors at their next meeting after receipt of same. 

In April and October of each year the Directors are required to 
examine the companj' or cause a committee of at least three of their 
number to do so. The examination is to concern particularly the loans 
and discounts, and the statute specifies what it must cover. Within ten 
days after completion, a written report of the examination must be made 
to the directors, which must be placed on file in the company's records, 
and a duplicate of the report must be filed with the Banking Department 

Such a corporation is prohibited from making loans to one person, 
company, corporation or firm to an amount exceeding ten per centum of 
its paid capital and surplus: provided, however, that a trust company 
having its principal place of business in a borough in any city which 
borough had at the last census a population of 1,800,000 or over (i. e., 
the borough of Manhattan in New York city) may loan to one interest 
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not exceeding 2.1 per centum, and a trust company located elsewhere 
in the State may loan to one interest not exceeding 40 per centum of its 
paid capital and surplus, upon security worth at least 15 per centum more 
than the amount of the loans; or, it may loan 10 per centum as first pro- 
vided, and may loan a further sum, which shall not exceed 15 per centum 
if the trust company is located in the borough of Manhattan, or which 
shall not exceed 30 per centum if located elsewhere, upon securities worth 
at least 15 per centum more than the amount of such loan so secured; or 
it may make bona fide discounts for, or purchase business paper from one 
interest, to an amoimt which shall not exceed 25 per centum of the com- 
pany's paid capital and surplus if the company is located in the borough 
of Manhattan, or to an amount not exceeding 40 per centum if the com- 
pany is located elsewhere; provided further, that the total liability of 
any one interest shall not exceed 25 per centum of the paid capital and 
surplus of the trust company if it is located in the borough of Man- 
hattan, or 40 per centum if it is located elsewhere. Loans "upon the 
securities of one or more corporations the payment of which is under-* 
taken in whole or in part severally, but not jointly, by two or more in- 
dividuals, firms or corporations" (i. e., "Underwriting Loans") may not 
be made under any circumstances to an amount exceeding 25 per centum 
of the capital and surplus of the trust company making such loan; and 
such loans are absolutely prohibited (a) if the borrower or underwriters 
be obligated absolutely or contingently to purchase the securities col- 
lateral to such loan, luiless they have paid at least 25 per centum of the 
amounts for which they remain obligated; or (b) if the trust company 
making the loan is liable directly or contingently for the repayment of 
any part of the loan; or (c), if its term, including renewal, by agreement, 
express or implied, exceeds the period of one year. Real estate mortgage 
loans may not be made on property already encumbered, if the prior 
liens exceed ten per centum of the capital and surplus of the company, 
or if the sum of all the mortgages thereon will exceed two-thirds of the 
appraised value of the property. Mortgages and assignments thereof 
must be immediately recorded. The limit of direct or indirect 
Aggi*cgAt« loans upon real estate security is 15 per centum of the 
company's assets if the company is located in Manhattan borough, or 
25 per centum if the cprapany is located elsewhere. No trust company 
nor its officers nor agents may purchase paper at less than its face value, 
nor may officers or agents make loans that have been refused by the 
cjompany. Deposits may not be made in other monied corporations 
unless same have been designated as depositaries by majority vote of the 
directors. Directors, officers and clerks are forbidden to borrow of the 
company, directly or indirectly, without approval of a majority of the 
board of directors. Such corporations may not make loans on their own 
stock; nor may they purchase same, unless to prevent loss upon a debt 
previously contracted in good faith; in which case the stock must be 
disposed of within six months. Loans upon the stock of another monied 
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corporation are limited to ten per centum of the capital of such other 
monied corporation. 

Each trust company having a capital of $250,000 or upward, and 
having its principal place of business within a town adjoining a city, 
containing over 800,000 or less than 1,000,000 inhabitants, may add to its 
powers that of a safe deposit business and of a title insurance business. 
The same privilege is extended to stock companies haying capital of 
$500,000 or upward, and located in counties containing from 300,000 to 
600,000 inhabitants. The safe deposit business may be undertaken by 
trust companies having a capital of $200,000 or upward and situated in 
a county containing from 65,000 to 300,000 inhabitants, or in a county 
containing from 50,000 to 75,000. inhabitants. Trust companies may 
merge with title and credit guaranty corporations, acquiring their powers. 
Every trust company having its principal place of business in the 
borough of Manhattan, New York city, must maintain a reserve of 15 
per centum of its aggregate deposits less trust funds and time deposits 
not payable within thirty days, and less the deposits secured by New 
York State bonds. All of this reserve must be in cash. Trust companies 
in other boroughs of New York city must maintain reserves of 15 per 
centum, of which two-thirds must be in cash. 't*rust companies elsewhere 
in the State must keep reserves of ten per centum, of which one-half 
must be in cash. That part of the reserve not kept in cash may be on 
demand deposit with any bank or trust company in the State having at 
least $200,000 capital or $S00«000 capital and surplus, and approved by 
the Superintendent of Banks. (These reserve requirements went into full 
effect on February 1, 1909.) 

Directors who vote to make illegal loans to directors; directors, of- 
fitters or employes who make deposits with other corporations for the 
consideration, express or implied, of a loan, or who make agreements that 
the holder of a certificate of deposit may receive payment of same in 
advance of maturity; officers or employes who intentionally conceal from 
the directors any loans or discounts or purchases or sales of securities 
made between meetings of directors, or who knowingly fail to report 
same; are guilty of misdemeanors. 

Before declaring a dividend, trust companies must transfer one-tenth 
of their net earnings to surplus until the latter equals twenty per centum 
of the capital. 

Minors may control their deposits in trust companies and other finan- 
cial institutions. Deposits made by one person in trust for another may 
be paid to the latter upon the death of the former. The money in a 
joint account, in whole or in part, may be paid to either party during 
the life-time of both or to the survivor after j:he death of one of them. 
No official oath shall be required from a trust company which has been 
appointed executor, administrator, guardian, trustee, receiver or 
committee. 



Digitized by 



Google 



STATE AND TERRITORIAL LAWS. 135 

(General Laws and Revised Stetutes [Heydecker], chapter S7, arti- 
cle 4, sections 150 to l6S. Laws 1896, chapter 851 [p. 4816 Heydecker]. 
Laws 1900, chapter 552. Laws 1901, chapters 117, 118, 132, 443, 535, 677. 
Laws 1902, chapters 172, 360. Laws 1903, chapter 160. Laws 1904, 
chapters 479, 492, 607. Laws 1905, chapters 297, 394, 414, 4l6, 418, 
456. Laws 1906, chapters 337, 481, 572, 601. Laws 1907, chapters 121, 
647, 408, 522, 612, 739. Laws 1908, chapters 118> 120, 121, 143, 152, 
155, 157, 169, 184. 194.) 

North Carolina. 

Trust companies are incorporated by special acts of the Legislature, 
which define their powers and their limitations. Also, by amendment of the. 
banking laws, ratified March 8, 1907, trust companies, which are re- 
ferred to as corporations which transact "banking and trust, fiduciary or 
surety business", are made subject to the general banking law. Number 
of corporators required, three or more. The shares of stock must be of 
a par yalne of either $50 or .$100. The minimum capital allowed, of 
which at least fifty per centum must be paid in before beginning business, 
is $5,000 in towns of 1,500 inhabitants or less; $10,000 in towns of 
from 1,500 to 5,000 people, and $25,000 in larger places. The filing of 
certificate of incorporation and other formalities are providexi for. Not 
more than twenty-five per centum of the capital may be invested in real 
estate, unless to protect loans or other debts due the company. A reserve 
of fifteen per centum of the deposits must be maintained, of which at 
least two-fifths must be in cash. Loans to one person, firm or corpora- 
tion are limited to ten per centum of the paid capital, but this does not 
apply to companies having a capital of $100,000 or less. The stock 
holders are subject to double liability. 

All banking corporations, including trust companies, are under the 
supervision of the Corporation Commission. To this commission they 
must render at least four reports each year, and such reports must be 
published in local papers. The reports must show "the entire amount of 
trust and surety and fiduciary and guarantee business as a part of the 
liabilities." If it is found that "such liabilities are equal to the amount 
of the capital stock, the said Corporation Commission shall have the 
authority, and it is hereby empowered, to make such rules and regula- 
tions and reductions of said liabilities as it may deem necessary for the 
protection of the creditors and depositors of such banking institution." 
The Commission must appoint an examiner, who must examine each com- 
pany at least once a year. 

The granting of a number of trust powers is authorized by the "In- 
surance Act of 1899", which provides for the formation of fidelity insur- 
ance companies. These are referred to in the marginal note as "bond 
and trust companies", and their purpose is thus stated: "To guarantee 
the fidelity of persons in positions of trust, private or public, and to act 
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as surety on official bonds, and for the performance of other obligations." 
They must have ten or more corporators, and the words "insurance coati- 
pany" must form a part of their titles. The powers specified for such 
companies are to do a fidelity insurance business and to act as surety on 
bonds; to do a title insurance business; to act as guardian, trustee, 
assignee, receiver, executor or administrator in the State, without giving 
bond; and the proper courts and officers are clothed with authority to 
appoint these companies to such trusts, whether the companies be resi- 
dents of the State or not. Such companies must make an annual state- 
ment to the Insurance Commissioner, and must get from him a license, 
for which the annual fee is $25 for domestic and $100 for foreign com- 
panies. The original idea of the trust company as a kind of insurance 
company is noticeable in this act. 

(Laws of North Carolina, Revisal of 1905, chapter 7, sections 222 
to 251. Chapter 100, pawm, especially sections 4726, 4799 to 4804. 
Statutes 1907, chapter 829.) 

North Dakota. 

Nine or more persons may incorporate to conduct the business of "an 
annuity, safe deposit, surety and trust company", to have perpetual suc- 
cession. Articles of incorporation must be filed, and other preliminaries 
attended to as prescribed in chapter 1 1 of the Civil Code. The capital 
must be at least $100,000, divided into shares of $100 each. Of this 
$50,000 must be paid in before commencing business, and the balance 
must be paid within two years. The $50,000 required to be paid in be- 
fore commencing business must be invested in bonds of the United States, 
or of the State of North Dakota, or in the bonds of other States, which 
have the approval of the State Auditor .and State Examiner, or in the 
bonds or obligations of townships, school districts, cities, villages and 
counties witliin the State, which bonds or obligations have not been 
issued as a bonus for, or purchase of, or subscription to any railroad or 
other private enterprise, and whose total bonded indebtedness does not 
exceed five per centum of the then assessed valuation thereof, or in bonds 
or promissory notes, secured by first mortgages or deeds of trust upon 
unencumbered real estate in the State worth tJiree times the amount of 
the obligation so secured. These securities must he assigned, trans- 
ferred and delivered to the State Auditor, to be held by him as collateral 
security for the depositors and creditor.s of said corporation, and for the 
faithful execution of any trusts it may undertake. The company shall 
1)e managed by a board of directors, not less than nine nor more than 
fifteen in number, a majority of whom shall be citizens of the State, 
and each of whom must own at least ten shares of stock. The specified 
powers of such corporations are: To hold real estate necessary for the 
convenient transaction of its business, and for the use and occupation of 
its officers, agents and employees, and for the safe keeping of its assets. 
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deposits and property held in trusty and such as is acquired in the satis- 
faction of debts due to it; but no part of its funds may be invested in 
real estate except as above authorized, except that trust funds may be so 
invested if the instrument creating the trust or a particular contract so 
specifies, and not otherwise; to loan money on mortgage security; to 
purchase notes, bonds, mortgages and other evidences of indebtedness; 
to hold in trust any real or personal property by order of court, or from 
corporations or persons, and to execute any legal trusts with regard to 
same; to execute trusts for minors and for married women with respect 
to their separate property, real or personal, and to act as agent for the 
management of Same; to act as fiscal and transfer agent and registrar; 
to hold on deposit for savings account, or for safe keeping, or in escrow, 
moneys and securities in the keeping of public or private officials or of 
persons holding fiduciary appointments, the officers or persons so de- 
positing being relieved from liability for such deposits; companies re- 
ceiving savings deposits shall be subject to the laws of the State regard- 
ing reports and examinations of Savings banks ; to act as trustee, assignee, 
receiver, administrator, executor, guardian of the estate of any minor, 
lunatic, imbecile, spendthrift, habitual drunkard or other person dis- 
qualified to manage an estate; courts are authorized to make such ap- 
pointments; **to receive deposits of money for general savings account, 
for safe keeping, or for investment"; "to loan money upon such securities 
as may be deemed advisable by its board of directors, and to borrow 
money in like manner upon the security of its own property or credit"; 
to act as attorney in fact for public or private corporations or persons 
in the management of real or personal property; to do a title insurance 
business; to do a fidelity insurance business. Trust funds and property 
must be kept separate from the property of the company and be readily 
identifiable. Special directions regarding investments in an instrument 
creating a trust must be followed. Trust companies may accept and 
execute any trust herein authorized, or act as sole surety on bonds, with- 
out giving security, other than the deposit with the State. Trust funds 
of over $100 in amount, not required for the uses of the trust for a year, 
must be invested in the classes of securities specified for the deposit with 
tlie State. Loans may not be made to directors, officers or employees; 
Por shall such persons become indebted to the company in any way 
unless authorized in regular form by the directors or investment com- 
mittee. Such corporations are subject to further orders of courts ap- 
pointing them to fiduciary offices, and must render statements called for 
or required by law to such, courts. They are subject to the general 
jurisdiction of the district court of the county. They must render an 
annual statement as of June 1 to the State Examiner, giving details 
called for by him, and must publish a condensed statement of such report 
ki a local newspaper. The Public Examiner must examine such com- 
panies once every six months, without notice to officers thereof, or oftener 
if required by written, verified information from a person interested in a 
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trust held by the company. If unsafe conditions are found and persisted 
in, he shall notify the Attorney-General, who shall institute such pro- 
ceedings as are called for. 

(Revised Code 1905, chapter 22, paragraphs 4677-4692.) 



Ohio. 

Five or more persons may become incorporated to establish "a com- 
mercial bank, a savings bank, a safe deposit company, a trust company^ 
or to establish a company having departments for two or more, or all 
of said classes of business". The articles of incorporation must specifj 
what classes of business are to be included. Capital required, of a trust 
company, or of a combined trust company and safe deposit company or 
of a combined trust company and sa^dngs bank, $1 00,000 ; of a combined 
trust company, savings bank and safe deposit company, or of a combined 
trust company, savings bank, commercial bank and safe deposit company^ 
$125,000. Fifty per centum of the capital must be paid before begin- 
ning business, and the balance at the rate of ten per centum per month. 
The board of directors must number from five to thirty, three-fourths of 
whom must be residents of the State, and each of whom must own at 
least five shares of stock. They must take an oath of ofHce.' They may 
elect an executive committee of at least three of their number, which 
must meet at least once a month. 

The trust powers specified are: To do a safe deposit business; to col- 
lect income or principal of property held for safe keeping; to act as reg- 
istrar and transfer agent; to act as depository of court funds; to receive 
and hold money or property in trust or on deposit from fiduciaries, corpo- 
rations or individuals ; to act as trustee under any will or instrument creat- 
ing a trust for the care and management of property, "under the same 
circumstances, in the same manner, and subject to the same control by 
the court having jurisdiction of the. same, as in the case of a legally 
qualified person"; to execute "all such trusts of every description as 
may be committed to such company by any person or persons, or any 
corporation, by grant, assignment, devise or bequest, or which may be 
committed or transferred to, or vested in, such company, whether the 
same be to act as executor, administrator, assignee, guardian, receiver or 
trustee, or in any other trust capacity", by order of court; to receive and 
take any real estate which may be the subject of any such trust, and to 
act as agent under any power; provided^ any such appointment as 
guardian shall apply to the estate only, and not to the person. (But 
that part of the statutes which authorizes probate courts to appoint trust 
companies administrators, etc., was by the Supreme Court of the State, 
in 1903, declared unconstitutional.) Courts may order moneys paid to 
them, or in their charge, deposited in trust companies. Minors may 
control their accounts. 
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Before dividends are declared one-tenth of the net profits must be 
carried to surplus until same equals 20 per centum of the capital. 
Stockholders are not subject to double liability. Checks may not be 
certified unless the drawer has a balance to cover same, and certified 
checks must be charged at once. Violation of this rule is punishable by 
fine or imprisonment in the penitentiary, or both. Embezalement, the 
making of false entries, fictitious borrowing with fraudulent intent to 
deceive examiners, the making of false statements or reports with 
fraudulent intent, are crimes punishable by imprisonment in the peni- 
tentiary or fine, or both. 

A separate trust department must be maintained, whose* assets shall 
not be liable for any other liabilities of the corporation; and separate 
sets of hocks must be kept for each department maintained. No trusts 
may be accepted unless the company has made a deposit with the 
treasurer of State, said deposit to be $50,000 if the company's capital 
is $200,000 or less, and $100,000 if its capital is larger. This deposit 
may be in cash, in government or municipal bonds or in certain railroad 
bonds. The securities may be exchanged, and the company may receive 
the income so long as solvent. 

The resei-ve required (which is the same as that required of savings 
banks), is 15 per centum of total deposits. At least six per centum of 
demand deposits and at least four per centum of time deposits must be 
in cash in the vaults; the balance of the reserve may be on deposit with 
other banks or trust companies designated by the board of directors, 
whose resolution regarding same shall be certified to the Superintendent 
of Banks. But where the reserve required to be kept in the vaults ex- 
ceeds $500,000, the excess above that amount may be invested in United 
States bonds. No reserve is required on trust funds. Trust companies — 
and other banks — ^may own such real estate as is "useful for the con- 
venient transactions of its business", from portions of which not re- 
quired for its business a revenue may be derived; but the cost of land 
and buildings may not exceed 60 per centum of paid capital and surplus. 
It may also hold such real estate as is transferred to it as security for 
debts; and such as is obtained by foreclosure or on judgments ar decrees, 
but the last named must not be held more than five years except on 
authorisation by the Superintendent of Banks. 

Loans to one interest including overdrafts, may not exceed 20 per 
centum of the paid capital and surplus. Bona fide discounts are not con- 
sidered as money borrowed. Loans upon real estate must be approved 
by the board of directors, and may not in the aggregate exceed 60 per 
centum of the capital, surplus and deposits, and real estate loans must 
be upon real estate situated in Ohio or states immediately adjacent 
thereto, and shall not exceed 40 per centum of the value of said real 
estate, if unimproved, or 60 per centum of its value, if improved. Loans 
may not be made upon the company's own stock; nor may same be pur- 
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chased except to prevent loss upon debts previously contracted in good 
faith: stock so acquired shall be sold within six months. Not more than 
20 per centum of the capital and surplus may be invested in any one 
stocky security or loan, except in a building and vaults or in specified 
government and municipal securities. The exact limitations regarding 
loans and investments depend upon whether the corporation is organized 
as a trust company only, or as a trust company with other departments, 
— bankings savings and safe deposit. In the investment of trust funds, 
the directions of the instrument creating the trust must be followed. 
Unless otherwise directed in such instrument, such funds may be invested 
in a general trust fund ; but no trust funds may be mingled with the other 
assets of the company. 

Trust companies, and all other banking institutions except building 
and loan asi^ociations, are under the supenision of the Superintendent 
of Banks, to whom they must render at least four reports each year, 
upon his calls, which shall be made (as of a past day) so far as possible 
for the same days for which reports of national banks are called. 
Special reports may be called at the discretion of the Superintendent. 
The reports must be published in local papers. The Superintendent 
must examine each company at least twice each year, without previous 
notice, in the presence of a majority of the members of the executive 
committee. Courts may appoint persons to examine a company regard- 
ing a trust, upon written application of a party interested in the estate 
held under such trust. Examinations must be made annually by a com- 
mittee of at least two directors or stockholders, and a copy of their report 
filed with the Superintendent of Banks. 

(Acts of 1908, H. B. No. 833, passed in April, 1908. This bill 
repeals all acts inconsistent therewith, but does not go into complete 
operation until April 1, 1910. See also Bates' Annotated Ohio Statutes, 
§§ 381 7-382 Iggg, except such sections as are specifically repealed by 
the above bill.) 

Oklahoma. 

Three or more persons may incorporate a trust company. The num 
ber of years the corporation is to continue may not exceed fifty. Cap- 
ital required, not less than $100,000 in towns of less than 10,000 
inhabitants, and not less than $200,000 in larger places; one-half paid 
in cash, and the balance to be paid within six months. The capital may 
not exceed $10,000,000. The affairs of the corporation shall be man- 
aged, by a board of directors, not less than five nor more than twenty- 
five in number, each of whom must be a stockholder. If the number 
(xceeds five, they shall be divided into three classes so that the terms of 
one-third shall expire each year, the terms of each thereafter being 
three years. 

Powers specified: The ordinary powers of corporations; to receive 
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savings accounts^ and the payment to them on their order of deposits 
made by minors shall be binding on them ; to guarantee special deposits ; 
to do a safe deposit business; to accept and execute trusts and duties of 
every description committed to them by persons or corporations; to ac- 
cept and execute court trusts; to act as assignee, receiver, trustee and 
•depository; to hold in trust any real or personal property from whatever 
source received, and in whatever manner conveyed, and to execute any 
lawful trusts in regard to same; to act as surety on bonds, and to guar- 
antee against loss any principal or surety on a bond; to do a fidelity in- 
surance business; to act as agents and attorneys in fact for persons and 
corporations for the management of real or personal property and for 
the investment of money; to act as registrar or transfer agent; to execute 
trusts for married women with respect to their separate property, real or 
personal, and as agents for the management of same; "and generally 
to have and exercise such powers as are ^usually had and exercised by 
trust companies"; to act as executor, administrator, guardian or curator 
of any infant, insane perscm, idiot or habitual drunkard, or trustee of 
any convict in the penitentiary; to loan money upon real estate and col- 
lateral security; to issue its notes and debentures payable at a future 
time, and to pledge its mortgages on real estate and other securities as 
security therefor, which notes and debentures may be issued to an amount, 
not exceeding in the aggregate, ten times the paid capital of the com- 
pany, and shall in no case exceed the amount of the first mortgages 
pledged to secure their payment; to buy and sell the bonds and warrants 
of this State, and all other kinds of Government, State and municipal 
bonds, and all kinds of negotiable and non-negotiable paper, stocks and 
other investment securities. Moneys placed in charge of the corporation 
may be invested in loans secured by real estate or other sufficient col- 
lateral security, in public bonds of the United States, or of this State 
or of any State, or in the bonds or stocks of any county or school 
district, or any incorporated city, town or village of any State. Such 
corporation may own only such real estate as is required for the tran- 
saction of its business, and such as is acquired in the settlement of debts 
-due to it. The directors are required to render full statements to the 
stockholders as often as once in each year. The books and records of 
the company shall be kept open "for the inspection of all persons 
interested." Trust companies may qualify as guardian, curator, 
executor, administrator, assignee, receiver, trustee or depositary 
of money in court, without giving bond as such, and become 
sole guarantor or surety upon any bond required by the laws of the 
State, any other statute to the contrary notwithstanding, as well aa 
to insure the fidelity of persons holding places of public or private trust; 
provided, such company shall first deliver into the custody of the Treas- 
urer of the State a deposit of $50,000, consisting of cash or Govern- 
ment, county or municipal bonds, or bonds or warrants of the State, 
or notes or debentures secured by first mortgage or deeds of trust 
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on real estate situated in the State, worth at least double the amount 
loaned thereon, and certain other securities named in the statute, said 
bonds or securities not to be received or held at a rate above par, but if 
their market value is less than par they shall not be held above their 
actual market value. The fund so deposited shall be primarily liable for 
the obligations of the company in the above-mentioned fiduciary capaci- 
ties. This fund must never be less than one-half the annual premiums 
and compensations earned by the company in trust capacities during 
the previous year; it must be increased each year, if necessary, to meet 
this requirement. 

Trust companies are under the supervision of the Bank Commissioner,, 
to whom they must make at least four reports each year, on his call ; and 
by whom they are to be examined at least twice a year. 

The State Banking Board, 'which is composed of the Governor^ Lieu- 
tenant Governor, President of the Board of Agriculture, State Treasurer 
and State Auditor, has the supervision and management of the "Deposi- 
tor's Guaranty Fund." To provide this fund, the Board levies against 
the capital of every bank and trust company organized under the laws 
of the State an assessment of one per centum of the average deposits, 
less deposits of United States and State funds otherwise secured, for 
the preceding year. Each year a statement must be rendered to the 
Bank Commissioner of average deposits for the preceding year, accom- 
panied by a remittance for the added amount, if any, needed to bring the 
Assessment up to the required one per centum of average deposits. If 
for any cause a company's guaranty fund becomes depleted, the State 
Banking Board levies a special assessment to cover the deficiency. New 
companies deposit three per centum of their capital in the guaranty 
fund, such deposit being subject to re-adjustment on the basis of average 
deposits after the end of their first year of business. The Bank Commis- 
sioner delivers to each company complying with the above provisions a 
certificate stating the fact of such compliance and that its deposits are 
guaranteed by the fund. This is to be conspicuously displayed in the 
office, and may be used on stationery and advertising matter. When a 
company fails or quits business for any reason, voluntarily or involun- 
tarily, the Bank Commissioner may take possession to wind up its afi*airs. 
The depositors shall be paid in full, and if the company's available cash 
is insufficient for the purpose, the Banking Board shall draw from the 
guaranty fund. The State has for the benefit of the guaranty fund a 
first lien upon the company's assets and upon all liabilities against stock- 
holders, ofiicers and directors and all others. 

(Wilson's Revised and Annotated Statutes, 1908, chapter 18, article 
14, sections 1119-1185. Laws of 1905, chapter 10, article 8. Laws of 
1908, H. B. No. 615, approved May 26, 1908.) 
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Oregon. 

Section 7 of the general banking law of 1907 says that any person^ 
firm or corporation (except National Banks) having a place of business 
within the State "where credits are opened by the deposit or collection 
of money or currency or negotiable paper subject to be paid or remitted 
upon drafts receipt, check or order, shall be regarded as a bank or 
banker, and as doing a banking business under the provisions of this act." 
Trust companies which do a banking business as thus defined are there- 
fore banks in the meaning of the law, and are so treated elsewhere in 
the statutes^ The use of the names "bank" and "trust company" is for- 
bidden except to companies complying with the act, provided, that the 
term "trust company" may be used "where the businesjy transacted is in 
no sense a banking business as defined in section 7 of this Act"; and 
such a concern is not governed by this act. 

Banks must be governed by a board of three or more directors. The 
capital required, of which at least fifty per centum must be paid before 
commencing business, is $10,000 in villages of a population of less than 
1,000, $25,000 in towns of from 1,000 to 2,000, $30,000 in towns of from 
2,000 to 5,000, and $50,000 in larger places. They may hold only such 
real estate as is necessary for the conduct of the business (and this must 
not exceed fifty per centum of the capital, surplus and undivided profits), 
sach as is taken in satisfaction of debts previously contracted, and such 
as is purchased at sales under judgments, etc. This does not apply, 
however, to trust funds or estates. The directors, each of whom must 
own at least $500 par value of stock, must meet at least once every three 
months, "and shall at such times examine the loans, paper and securities 
of the bank and its liabilities and resources of every kind." The re- 
sults of the examinations must be spread upon the minutes. Before the 
declaration of a dividend one-tenth of the profits must be carried to sur- 
plus until the same is equal to twenty per centum of the capital. Minors 
and other persons under disability may control their own deposits. The 
bank may pay the balance of a joint account to the survivor. It is not 
liable for the payment of a raised or forged check unless the depositor 
notifies it of the forgery within thirty days after his checks have been 
returned to him. Loans to one party, except bona fide discounts and 
secured loans, are limited to twenty-five per centum of the capital and 
surplus; and secured loans may not be for amounts of more than fifty 
per centum of the value of real estate or seventy-five per centum of the 
value of commercial paper or personal property securing same. Checks 
may not be certified unless the drawer has the funds to meet them on 
deposit, and such checks must be charged at once. Loans may not be 
made to officers or employees, or to the State Bank Examiner or his em- 
ployees, uidess first approved by a majority of the directors; and the 
action of the latter must appear upon the minutes. If such loans are made 
in a dishonest or excessive manner, or incur great risk or loss to the bank, 



Digitized by 



Google 



142 TRUST COMPANIES. 

every director assenting to same is personally liable. The reserve, of 
Mrhich one-third must be in cash in the vaults, must be, in cities of le«s; 
than 50,000 inhabitants, fifteen per centum of demand and ten per 
centum of time liabilities; and in cities of over 60,000 inhabitants, 
twenty-five per centum of demand and ten per centum of time liabilities. 
All banking institutions are under the supervision of the Board of Bank 
Commissioners, consisting of the Governor, the Secretary of State, and 
the State Treasurer. They must appoint a competent examiner, who 
shall examine each company whenever he thinks it necessary, and at 
least once a year. Reports must be made to him, of a form prescribed 
by him, and same must be published in local papers. He must call for 
these reports on the same dates that the CJomptroUer caUs for National 
Bank statements. 

(Laws of 1907, chapters 135 and 188. Also see chapter 265.) 

Pennsylvania. 

Although this State contains more trust companies than any other, 
and rivals New York in the early development of such corporations, its 
statutes relating to corporations doing the business of a trust company 
are in need of revision and codification. The number of sections of the 
statutes relating to trust companies by name is very small. Most of the 
ordinary powers of trust companies are enumerated in the statutes re- 
lating to title insurance companies. 

The specified powers of such companies are: To do a title insurance 
business; to receive and hold on deposit and in trust and as security ,. 
estate, real and personal, including the notes, bonds and obligations of 
States, individuals, companies and corporations, and the same to pur- 
chase, collect, adjust and settle, sell and dispose of in any manner, with- 
out proceeding in law or equity; provided, that nothing herein contained 
shall authorize said companies to engage in the business of banking; ta 
do a fidelity insurance business; to do a safe deposit business; to act as 
assignees, receivers, guardians, executors, administrators, "and to take 
and receive and execute trusts of every description not inconsistent with 
the laws of this State or of the United States"; to receive deposits of 
moneys, and to issue their obligations therefor ; to invest their funds, other 
than funds committed to their care by the orphan's court, in and to 
purchase real and personal securities; to loan money on real or personal 
seeurity, and to invest funds committed to their care by the orphan's 
court in such securities as shall be approved by such courts; courts inta 
which moneys are paid or are to be placed by order or judgment, may 
direct same to be deposited with any such corporation; to act as fiscal 
or transfer agent or registrar; to become sole surety in any case where^ 
by law, one or more sureties may be required for the faithful perform- 
ance of any trust or duty; to hold any and all such pieces of real prop- 
erty as may be the subject of any insurance made by such companies 
under the powers conferred by their charters, and the same to dispose of 
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in any manner they see proper; "to purchase and sell real estate and take 
charge of the same"; to become security for the faithful performance 
of duty in several cases specified and to become security for other pur- 
poses named in the statute; provided that before exercising any of the 
above-mentioned powers, such corporations shall have a paid-up capital 
of not less than »$1 25,000. When acting in fiduciary capacities the cap- 
ital of such companies shall be taken as the security required by law for 
the faithful performance of duty, and shall be absolutely liable in case 
of default. Persons holding fiduciary appointments may deposit the 
securities or other valuables for safe keeping with such companies. 
Courts making fiduciary appointments to such companies may have the 
companies examined. Trust funds and investments must be kept separate 
from the assets of the company, and investments made by the company 
as fiduciary must be so designated as to clearly show to what trust they 
belong. The powers of doing a safe deposit business and of acting aft 
fiscal or transfer agent or registrar are given to all companies incor-. 
porated under the laws of the Commonwealth "which are by their charters 
authorized to act as trustees, receivers, assignees, guardians and commit- 
tees." Such companies may increase their capital stock to an amount 
not exceeding $2,000,000. 

Previous to 1878 trust companies in the State were incorporated by 
special acts of the Legislature, but the constitution of that year forbade 
such special charters in the future. No provision for the incorporation 
of such companies under general law was made until 1881. 

Trust companies are under the supervision of the Commissioner of 
Banking. They must render to him not less than two reports each year, 
according to the form prescribed by him, and within five days (unless 
he extends the time) after the receipt of a request therefor from him. 
He may also call for special reports. Summaries of the reports must be 
published in a local newspaper at least three times. It is the duty of the 
Commissioner of Banking to examine such companies as often as he shall 
deem proper. If unsafe conditions are revealed, he must notify the At- 
torney-General, who shall institute proceedings for the appointment of 
a receiver; or, if the conditions seem to make it necessary, the Com- 
missioner may appoint a temporary receiver. No director of such a com- 
pany shall receive as a loan an amount greater than ten per centum of 
the paid capital and surplus; and the gross amount loaned to all officers 
and directors of such corporations, including concerns in which they are 
interested, shall not exceed twenty-five per centum of the paid capital 
and surplus. Such companies may not loan on their own stock; nor shaD 
they purchase same, unless to prevent loss on a debt previously contract- 
ed in good faith, in which case the stock so purchased shall not be held 
for a longer period than six months, "if the same can be sold for what 
such stock cost the corporation." It is a misdemeanor punishable by a 
fine not exceeding $1,000 and imprisonment not exceeding two years, or 
both, for any director, officer or employee of a bank, trust company or 
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building and loan association to make a false statement or entry on the 
books or to subscribe to or exhibit same with intent to deceive^ or to 
wilfully or knowingly subscribe to a false report. All such corporations 
roust furnish a receipt in fuU^ by pass-book or otherwise^ for all moneys 
received as deposits or otherwise. The reports must set out in full the 
aggregate of these liabilities, which must not be concealed for any pur- 
pose. If the company borrows money the amount must be set out in full 
on the books and in all reports required by law. It is also illegal to 
conceal any assets. Violations of these provisions constitute a misde- 
meanor. For purposes of taxation, trust companies must render an an- 
nual report on or before June 20, stating the number of shares of the 
company outstanding, their actual value, etc. 

The reserve requirements, which apply to all State banks. Savings 
banks and Trust Companies, are as follows : If the company receives de- 
posits subject to or payable on demand, it must keep a reserve of 15 per 
centum of the aggregate of all immediate demand liabilities. If the com- 
pany receives time deposits "payable at some future time", it must keep 
a reserve of 7% per centum of all time deposits. One-third of the reserve 
must be in cash; one-third may be in certain specified bonds; the bal- 
ance may be on deposit in any bank or trust company in Pennsylvania 
approved by the Commissioner of Banking, or in companies in reserve 
cities in other States approved by him. 

Trust companies may renew or extend their charters for a period of 
twenty years on complying with the provisions of the law of May 10, 
1889. 

(Laws of June 11, 1885, §§ 1, 2, 5; May 9, 1889> § 1 ; May 10, 1889, 
§ 1; Feb. 11, ia95, §§ 1, 2, 7, 9; May 29, 1905; June 24, 1895, 
§ 1, June 26, 1895; June 27, 1895, §§ 1, 2; May 29, 1901; June 14, 
1901; AprU 21, 1908 [art. 162]'; Acts of 1905, No. 181; Acts of 1907, 
Nos. 141, 150, 151, 512, 525. The Title Insurance Company laws are 
found in Pepper and Lewis's Digest, Vol. 8 [Supplement, 1894-97], 
chapter 12, §§ 90-109.) 

Rhode Island. 

Trust companies in this State, which were formerly incorporated 
oidy by special act of the Legislature, may since May 26, 1908, be or- 
ganized under the general banking law passed on that date, to which all 
trust companies in the State must conform, fifteen or more persons, 
all of whom must be citizens of the State, may associate for the purpose 
of forming a trust company. The incorporation proceedings are detailed 
at lengch. No shares of stock may be issued until their par value has 
actually been paid in cash. Branches may be established after obtaining 
the consent of the Board of Bank Incorporation. None but regularly in- 
corporated trust companies may use the words "trust company" in signs, 
titles, etc* 
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The powers specified, in addition to ordinary powers of corpora- 
tions, are to receive and hold moneys in trust or on deposit; to allow 
interest on same; to make such loans and investments f|^ are not pro- 
hibited by this act ; to hold on deposit moneys or to recef«|J and manage 
other property in charge of executors, administrators and other lidu- 
ciaries, wlio are released from liability for funds or other property so 
deposited; to do a safe deposit business; to act as executor, adminis- 
trator, custodian, conservator or guardian of any estate, giving bond in 
the same manner as individuals so acting, but surety on such bonds 
shall not be required except upon written demand of a person pecuniar- 
ily interested; to act as assignee, receiver; to accept trusts of every 
description committed to it by persons, corporations or courts; courts are 
authorized to appoint such a corporation as administrator, custodian, 
guardian (of the estate only) or conservator, except that they may not 
appoint it administrator or custodian upon the estate of a wife dying 
intestate unless upon petition of the husband; to be depositary of court 
funds. 

Trust companies are required to deposit with the Treasurer of the 
State, in cash or in certain specified securities, an amount equal to 
twenty per centum of the capital as security additional to the capital 
for the faithful performance of trust duties. Substitutions of these 
securities may be made, and the income goes to the company depositing 
theuL Banks and trust companies must maintain reserves of fifteen 
per centum of aggregate deposits, of which two-fifths must be in cash 
on hand. The balance may be on deposit with authorized reserve agents. 
These reserve requirements do not appl; to the funds of the savings or 
"participation" department, if the comjiany has complied with the law 
relative thereto, which requires that a ^ranty fund equal to five per 
centunl of the savings deposits be accumulated by setting aside fom one- 
eighth to one- fourth of one per centum of the net profits of the depart- 
ment each year. A separate savings department must be maintained, 
whose assets are not subject to other liabilities of the company until sav- 
ings deposits have been paid. The investments permitted to this depart- 
ment are specified at great length, and include municipal bonds, certain 
steam and electric railroad bonds, certain bank stocks, loans secured by 
the foregoing, securities and notes of certain gas, water, electric light or 
power, telephone, railroad or street railway companies, real estate mort- 
gages under certain limitations, and promissory notes under limitations. 

Trust companies may not make loans for the repayment of which 
they are directly or contingently liable; or loans in excess of twenty per 
centum of the capital, surplus and profits, the repayment of which is un- 
dertaken severally, but not jointly, by two or more individuals, corpora- 
tions, firms or other parties. Loans to one interest, bona fide discounts 
excepted, may not exceed ten per centum of the paid capital and sur- 
plus, nor in any event thirty per centum of the capital. Overdrafts by 
10 
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officers or employees are forbidden, and loans to them must first be sub- 
mitted ill writing to, and be approved by, the directors or executive com- 
mittee. The^ompany may not loan on its own stock, or purchase same 
except to pM*ent loss on debts previously contracted in good faith, and 
stock so acquired shall be sold in one year. Minors may control their 
deposits.. Joint accounts of two persons may be paid to either or to the 
survivor. Ninety days notice may be required for withdrawals on sav- 
ings accounts. The deposits of a trust company may not exceed ten 
times the amount of the surplus and paid capital. A number of offences 
and crimes are made punishable by fine or imprisonment or both. 

Trust companies are under the supervision of the Bank Commis- 
sioner, to whom they must make at least five reports each year, on his 
call. The information to be given is specified in detail, and is quite full. 
It includes trust funds. The Commissioner must examine each company 
at least twice in each year, and if it is connected with a National bank^ 
must if possible, work simultaneously with the National bank examiner. 
(Laws of 1908, Chapter 1590, passed May 26, 1908.) 

South Carolina. 

Trust companies in this State are incorporated by special act of the 
Legislature, such special charters defining the powers and limitations of 
such corporations. They may also be incorporated under the Business 
Corporation Law. There are few general laws relating to trust com- 
panies, but they are governed by the banking laws, in part at least. Any 
banking corporation or trust company, with a bona fide capital of at 
least $25,000 actually paid in, if so authorised by its charter, may be 
appointed executor, administrator, receiver, assignee, guardian (of the 
estate only, not of the person), trustee for the care and management of 
property, "under the same circumstances, in the same manner, and sub- 
ject to the same control by the court having jurisdiction of the same, as 
a legally qualified person." The capital and stockholders' liability are 
held as security for the faithful performance of duty, and no surety shall 
be required upon bonds filed by such company, except that the court 
making any of the above-mentioned appointments, save that of trustee, 
may, upon application of an interested person, require such additional 
security as the court considers proper. The State Bank Examiner is re- 
quired to examine each company at least once a year, and also upon peti- 
tion of stockholders representing one-fourth of the stock. The examiner 
must, without previous notice, call for at least four statements each year, 
and these statements must be published in local papers. 

(Laws of 1903, No. 87; Laws of lSf04, No. 215; Laws of 1906, 
No. 6*). 

South Dakota. 

Five or more persons, of whom one-third must be residents of the 
State, may incorporate a trust company. The capital must be at least 
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$25,000 in towns of less than 10,000 inhabitants; at least $50,000 in 
cities of from 10,000 to 25,000, and at least $100,000 in larger cities. 
It must be divided into shares of $100 each, and must all be paid in be- 
fore commencing business. The stockholders are subject to double liabil- 
ity^ There must be at least five directors, each of whom must own five 
shares of stock, and a majority of whom must be residents of the State. 
The powers specified are to act as assignee or trustee by deed, executor, 
guardian or trustee by will, such appointments having the same force as 
in the appointment of natural persons; to act as receiver, assignee, 
guardian, conservator, executor, administrator or other trustee by ap- 
pointment of court; the appointment as guardian or conservator shall be 
of the estate only, not of the person; to act as fiscal agent, transfer 
agent, registrar, trustee under bond issues; to execute trusts and powers 
"of. whatever nature or description" not in conflict with the laws, re- 
ceived from persons, corporations, courts or other authority; to hold and 
manage in trust real or personal property; to act as agent for the in- 
vestment of moneys in real or personal securities; to receive moneyf 
and other property, real or personal in trust and to allow interest; to 
deal in stocks, bills of exchange, bonds, mortgages, notes and other se- 
curities; to loan on real or personal security; but the total loans may not 
exceed ten times the capital and surplus; to buy, sell, deal in and handle 
real estate, but the amount invested in real estate shall not exceed one- 
half the paid capital, (this does not apply to trust funds or to real 
estate taken in satisfaction of debts, but real estate taken as last men- 
tioned shall not be held more than two years) ; to receive money on de- 
posit subject to check. 

Before a dividend is declared, ten per centum of the net profits must 
be carried to surplus until the latter equals SO per centum of the capital. 
Before undertaking any trust the company must execute a bond in favor 
of the State in a penal sum equal to the capital, signed by at least three 
securities, approved by and deposited with the Secretary of State; the 
latter has the discretion of accepting a surety company bond. No other 
bond sliall be required of the company, except that a court may at its 
discretion require more security if the value of an estate to be committed 
tc the company's "care exceeds the capital and surplus by more than three 
times. No loans may be made on the company's own stock except to pre- 
vent loss upon debts previously contracted in good faith, in which case 
it must be sold within six months. The total liability to the company of 
any one party must not exceed 1 5 per centum of the capital and surplus, 
first mortgages on property worth double the amount loaned being ex- 
cepted. Trust funds must be kept separate. The compensation received 
by the company must not exceed that allowed to natural persons for like 
services. 

A reserve must be maintained, of 10 per centum of time and 25 per 
centum of demand deposits ; on hand in cash or on deposit in solvent banks. 
The Public Examiner must call at least four reports each year, ac- 
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cording to a form prescribed by him, as of past days. The reports must 
include a list and brief description of the trusts and of the amount of 
real and personal estate held under the same. Special reports may be 
called and all reports must be published in local papers. Each company 
must be examined at least once a year by the Public Examiner. Title 
insurance, surety and fidelity insurance companies are provided for by 
chapter 73, Acts of 1905. 

(Laws of 1903, chapter 79 [this is 4204 and 4205 Grantham's An- 
notated Stotutes 1901]. See also AnnoUted Statutes, paragraph 3812. 
The trust company law is found in chapter 74, Laws of 1905, as amend- 
ed by chapter 109, Laws of 1907). 

Tennessee. 

Act 168 of the Acts of 1883 provides for the organization of banks, 
"said banks to be invested with authority, if the banking company or 
corporation so chooses, to couple with the ordinary business of banking a 
safe deposit and trust company." Such banks must have five or more 
directors. Their powers specified are: Ordinary banking; safe deposit 
business; to guarantee the payment of bonds and mortgages; to do a 
title insurance business, and "to accept and execute all trusts of every 
name and kind which may, w'ith its consent, be imposed upon it by any 
person or corporation, whether the trust be that of guardian, executor^ 
trustee, the committee of the estate of a non compos mentig, or any other 
trust, the said corporation being hereby invested with the power to act 
in such fiduciary capacity as fully as if the corporation were a person in 
being." Such corporation must be organized like other corporations,, 
and must publish a statement in a local newspaper every six months. 
(Shannon's Code, 1896, §§ 2090-2105). 

Chapter 44, Acts of 1901, provides tliat trust companies must, in 
July and .January of each year, or within thirty days thereafter, publish 
in a newspaper in the county a statement of financial condition as of 
June 30 and December 31, respectively, next preceding. The form of 
this statement is to be determined by the Comptroller of the State. 

Chapter 377> Acts of 1903, makes more detailed provisions regarding 
trust companies. Banks in counties of population from sixty to ninety 
thousand, organized for the purpose of conducting a savings, safe de- 
posit and trust banking business, with a capital of $100,000 or more, 
''may be appointed to accept and execute trusts and agencies of any kind 
and character whatsoever", to which they may be appointed by persons, 
corporations, public or private, or executor, administrator, guardian (of 
estates only, not of persons) of infants, idiots, lunatics and other persons 
of unsound mind, receiver, commissioner, assignee or trustee for any 
person, firm, association, etc., attorney in fact or agent for the transac- 
tion of any business, management or sale of any property whatsoever, 
"in the same manner and to the same extent as natural persons." The 
capital of such companies shall be taken as the security for faithful per- 
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fonnance of duty required by law, and no other security need be re- 
quired, except in the discretion of the courts. Such corporations may 
act as depositaries for public funds and for funds in charge of persons 
acting in fiduciary capacities. 

Trust funds must not be included in the assets of the company. 
They may be invested in bonds of the United States, of Tennessee and 
the other States, first mortgage bonds of any railroad, bonds of any 
county or municipal corporation, provided such bonds be worth par or 
more and have regularly paid dividends of not less than four per centum 
for the five years preceding, or in first mortgages on real estate ap- 
praised at least twice the amount loaned thereon, such mortgages to run 
for not more than ten years. The designation of an attorney in a will, 
and the right of heirs to select an attorney must be recognized. When 
acting as guardian, such company need render statements only every two 
years, instead of yearly, as is required of natural persons so acting. 
The fees which may be charged for services in certain fiduciary capaci- 
ties are specified in the statute. 

Tezaib. 

Five or more persons may incorporate a ''banking and trust com- 
pany." Articles of agreement must be filed with the Secretary of State. 
The corporation may not continue more than fifty years. 

The act authorizes the establishment of banks of deposit or of dis- 
count, or both, having truiTt powers. The powers specified are: To ex- 
ercise the powers of banks of deposit and discount; to act as fiscal agent 
of corporations, public and private; to act as transfer agent and regis- 
trar; to receive deposits of trust moneys, securities or other personal 
property ; to loan money on real or personal securities ; to hold such real 
estate as is needed in the transaction of the business, and such as is ac- 
quired in the satisfaction of debts due the company; but the latter may 
be retained not more than five years; to act as trustee under any mort- 
gage or bond issue, "and accept and execute any other municipal or 
corporate trust not incoi^istent with the laws of this State"; to accept 
trusts for married women with respect to their separate property, and to 
act as agents in the management of same; to act under the appointment 
of court as guardian, receiver or trustee of the estate of any minor, the 
annual income of which shall not be less than $100; to act as depository 
of any moneys paid into court; to execute any legal trusts regarding the 
management of estates real or personal, from whatever source the trust 
may be received; to manage estates; "to purchase, invest in, guarantee 
and sell stocks, bills of exchange, bonds and mortgages and other se- 
curities"; to issue its own bonds and obligations; to act as executor, as 
administrator, as guardian of any infant, insane person, idiot or habit- 
ual drunkard, or as trustee for any convict in the penitentiary, under 
appointment of court; to do a fidelity insurance business; "provided, this 
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act shall never be construed as authorizing the granting of a trust not 
lawful as between individuals." 

The capital shall be not less than $50,000 nor more than $10,000,000. 
The affairs of the corporation shall be managed by a board of directors 
not less than five nor more than twenty-five in number; elected annually 
unless the number exceeds five, in which case they are to be divided into 
three classes so that each shall serve three years, one-third retiring each 
year. 

The office of Superintendent of Banking is filled by the Commission- 
er of Agriculture, Insurance, Statistics and History, who is authorized to 
employ clerks and examiners. It is his duty^ either in person or by an 
examiner, to visit and examine every trust company in the State once per 
annum, and oftener when he thinks it necessary. The expense of such 
examinations is borne by the companies examined, according to a schedule 
of maximum charges outlined in the statute. Detailed provision for pro- 
cedure to enforce the authority of the Superintendent of Banking is 
made in the statute. In case he finds ^a trust company to be in bad con- 
dition or to ignore his instructions, he must communicate the facts to the 
Attorney-General, who shall institute such proceedings as the nature of 
the case may require. In case of need, the Superintendent of Banking 
may take immediate charge of the company, pending the appointment 
of a Receiver. A trust company may place itself in the hands of the 
Superintendent of Banking by posting notice, and a voluntary general 
assignment is forbidden. 

Reports to the Superintendent, in a form prescribed in the statute 
and by the Superintendent, must be made upon his call at least twice 
each year, and oftener at his discretion. Such statements must be pub- 
lished in a local newspaper, and must be posted in the banking house. 

Trust companies may not loan to any one individual, company or 
corporation an amount greater than twenty-five per centum of the capital 
stock; or of the capital stock and surplus if the latter is equal to or in 
excess of fifty per centum of the capital. The discount of bills of ex- 
change drawn against actually existing values and the discount of paper 
upon the collateral security of warehouse receipts covering products in 
store under certain conditions, are not considered as money borrowed. 
Trust companies may not engage in trade or commerce. The directors 
may declare dividends, if earned, every six months or oftener, but must 
first set aside ten per centum o^ the net profits to a surplus fund, until 
the same amounts to fifty per centum of the capital. 

Funds in the charge of trust companies may be invested in loans se- 
cured by real estate or other sufficient collateral security, in public bonds 
of the United States or of this State, in the bonds of any incorporated 
city or county or independent school district in this State. Such cor- 
porations may own only such real estate as is required for the transac- 
tion of their business, and such as is acquired in the collection of debts; 
but the latter may not be retained more than Ave years. Stockholders 
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are subject to double liability. The books and records of such corpora- 
tions must be kept open for the inspection of all persons interested. 
Trust companies having a capital of at least $100,000^ and making a 
deposit of $50,000 with the State Treasurer shall be permitted to qualify 
as guardian^ curator^ executor, etc., without giving bond as such. Such 
deposit shall consist of cash. Treasury notes of the United States, or 
Government, State, county, municipal or other bond or bonds, notes or 
debentures, secured by first mortgages or deeds of trust, or mortgages or 
deeds of trust, or unincumbered real estate in the State worth at least 
double the amount loaned thereon, or such other first-class securities as 
the Superintendent of Banking may approve. This deposit shall be 
primarily liable for the obligations of such company acting in fiduciary 
capacities, "and shall not be Jiable for any other debt or obligation of 
the company until all trust liabilities have been discharged." 

Trust companies already in existence may avail themselves of the 
provisions of this act, ' provided that they thereby waive the powers 
granted by their charters and derive their sole powers under the terms 
of this act. Corporations not organized under this act are forbidden to 
use the words "trust" or "trust company" in their titles; except that 
corporations already organized and authorized to use such terms in their 
titles may retain same by using thereafter the words "without banking 
privileges." Foreign corporations, other than National banks, are for- 
bidden to do a business of banking and discount in this State. 

Every banking corporation is required to maintain a reserve of at 
least twenty-five per centum of the aggregate amount of its demand de- 
posits, ten per centum of which is to be actual cash in the bank. The 
reserve fund or any part thereof may be kept on hand or on demand de- 
posit in any bank or banking association in the State of Texas or in any 
bank, banking association or trust company in another State approved 
by the Superintendent of Banking and having a paid-up capital of 
$50,000 or more; but the deposits in any one bank or trust company shall 
not exceed twenty per centum of the total deposits, capital and surplus of 
said bank. 

(Laws of First Called Session, 1905, chapter 10 [page 489]; Laws 
of 1907, chapter 87). 

Utah. 

"Loan, trust and guaranty associations" may be incorporated by three 
or more persons in the same manner as other corporations for pecuniary 
profit; and are governed by the provisions of chapters 1 and 2, title 2, 
concerning corporations, except as in this chapter otherwise provided. 

Powers specified: To do a title insurance business; to act as as- 
signees, agents, receivers, guardians of the estates of minors and incom- 
petent persons, to act as executors and administrators; "to execute trusts 
of every description not inconsistent with law"; to become sole security 
in cases where by law one or more sureties may be required ; "to buy, sell 
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cr mortgage real estate or personal property, to loan money on real es- 
tate security or otherwise^ to sell and assign mortgages and endorse ne- 
gotiable instruments, and to make, execute and deliver bonds, promissory 
notes and bills of exchange"; to receive deposits of money; provided that, 
if such associations shall receive commercial or savings deposits, the 
liability of stockholders and the restrictions concerning the lending of 
its funds shall be the same as those for commercial or Savings bank» 
respectively; to act as security for the faithful performance of any 
contract; to do a fidelity insurance business; but nothing in this chapter 
shall be construed as dispensing with the approval of such association 
as security by the court, officer or individual charged by law with the 
duty of approving such security. When acting under fiduciary appoint- 
ments the capital of the corporation shall be held as security for the 
faithful performance of duty, and no bond for such purpose shall be 
required of it. The capital, paid up, must be at least $25,000, and in 
cities o£ the first class at least $100,000. The capital must be kept in 
money on hand, or on deposit in solvent banks, or invested in bonds of 
the United States or of this State, or of any county, municipality or 
school district thereof, or in first mortgages on real estate situated in 
Utah, worth at least twice the amount loaned thereon. Such corpora- 
tions are under the same provisions regarding reports as banking cor- 
porations. They must make to the Secretary of State not less than four 
reports each year, according to the form prescribed by him, and on his 
caD. The Secretary has power to call for special reports. If satisfied 
that a company is insolvent, the Secretary may, through the Attorney- 
General, apply to the district court for the appointment of a receiver. 

(Statutes, title 2, chapter 6, §§ 423-430; chapter 2, §§ 388-391; 
chapters 1 and 2, passim; Laws of 1905, chapter 75). 

Vermont. 

Trust companies are incorporated only by special acts of the Legis- 
lature. The general laws regulating and restricting trust companies are 
quite numerous, most of them applying to Savings banks as well as trust 
companies, the two classes of institutions being placed under much the 
same regulations. The ofRcers must be sworn to the faithful perform- 
ance of their duties, and the amount of bond required of the Treasurer 
is specified in the statutes. Such companies must make an annual report 
as of June 80, to the Inspector of Finance. The items to be covered in 
the reports are set forth in the statutes, and are very full. When de- 
posits are made in trust, the name and residence of the person for whom 
the deposit is made must be disclosed. Minors are entitled to control of 
deposits made by them. Provision is made for the report of all accounts 
inactive for ten years. In 1 898, and every fifth year thereafter, the pass 
books must be called in and be verified and be examined by an outsider 
approved by the Inspector of Finance. No investment of the capital, sur- 
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plus and deposits may be made in mortgages^ except in first mortgages 
on unincumbered real estate to an amount not greater than three-fifths 
of the cash value thereof, and not over two-fifths if the property be un- 
improved or unproductive. Not less than one-sixth of the amount of 
such mortgages shall be upon real estate in this State^ and not more than 
eighty per centum of the assets shall be invested in mortgages; provided 
that not more than sixty per centum of such assets shall be invested in 
mortgages on real estate outside of this State. No mortgage investments 
may be made except on the written approval of three of the trustees or 
of the members of the board of investment. Five per centum of the de- 
posits may be invested in a lot and buildings and part of the premises 
may be rented for revenue. No loans or investments on personal security 
may be made except upon at least two approved names^ not less than two 
of whom reside in the State or within fifty miles of the office of the com- 
pany^ or upon notes or accepted drafts -from parties without the State 
for goods manufactured within the State and payable to parties in the 
State. Such loans may not be for more than one year. Not over one- 
third of the assets may be invested in personal securities. The statutes- 
provide that^ with the foregoing exceptions^ deposits may be invested 
"only as follows" ; then is given in much detail a list of securities^ which 
include United States bonds^ municipal bonds of specified States^ Na- 
tional bank stocks in certain States and cities^ banks and trust com- 
panies in Vermont^ school district bonds in certain States, State bonds^ 
and notes with any of the foregoing as collateral. But the company 
shall not hold^ either as investments or as collateral, more than ten per 
centum of the capital of any one bank, nor invest more than ten per 
centum of its deposits or more than $35^000 of its deposits in the stock 
of any one bank. And all such investments and loans may not exceed 
one-fourth of its deposits. It shall not loan to any one person^ firm or 
corporation more than five per centum of its deposits, nor* more than 
$30,000; nor shall such loans be greater than $10^000 until the deposits 
equal $1,000,000; after which the loans may be increased one per 
centum of the deposits in excess of $1,000,000. "But this section shall 
not apply to United States bonds or municipal bonds, or to notes with 
such bonds as collateral." No loans may be made to officers^ directors or 
employees without the written consent of a majority of the directors, 
and then not to an amount greater than ^ve per centum of the paid cap- 
ital^ bona fide discounts and loans on certain specified collateral ex- 
cepted. The company may not loan on its own stock as collateral. 

The stockholders arc subject to double liability. Trust companies 
may deposit on calls with banks, banking associations or trust companies 
in Vermont, or in New York, Boston, Chicago, Albany, Philadelphia or 
Concord, N. H., or in any other legal designated depositary under the 
laws of the United States, or in National banks in St. Paul, Minneapolis 
and Kansas City, with or without interest, sums not exceeding in the ag- 
gregate twenty per centum of their assets. They may hold real estate 
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acquired by foreclosure or in settlement of debts due them; but such real 
estate must be sold as soon as a reasonable price can be obtained^ and 
at any rate within five years; and the Inspector of Finance may at any 
time order the sale within ninety days of particular pieces of such real 
estate. The Inspector of Finance must examine such companies annually 
or oftener. If the Treasurer or a Cashier of a trust company is also an 
officer of a National bank, or if the latter is in the same office or build- 
ing, the Inspector of Finance shall examine such trust company annually 
at the same time as the United States Examiner examines the National 
bank. If unsafe conditions are revealed, he shaU proceed against the 
company as if it were insolvent. The powers and restrictions of all trust 
companies are enlarged or abridged to conform to this chapter, their 
charters to the contrary notwithstanding. 

A trust company must pay to the State Treasurer in semi-annual in- 
stalments in February and August, a tax at the rate of seven-tenths of 
one per centum annually upon the average amount of its deposits, in- 
cluding money or securities received as trustee under order of court or 
otherwise, deducting therefrom the average amount, if any, of its capital 
and accumulations invested in United States bonds, and the amount, if 
any, of individual deposits in excess of $2,000 each, listed to the deposit- 
ors in towns of this State where such depositors reside. No other taxes 
shall be assessed against deposits or depositors on account thereof, ex- 
cept on individual deposits exceeding in the aggregate $1,500. 

Any trust company incorporated in this State may act as adminis- 
trator, executor, receiver, assignee, trustee, guardian of any person, sub- 
ject to guardianship, "under the same circumstances, in the same 
manner, and subject to the same control by the court having jurisdic- 
tion, as in the case of a natural person legally qualified." The capital, 
surplus and stockholders' liability are held as security for the faithful 
performance* of duties of this character, and no surety shall be required 
upon bonds filed by the company, unless required by the court. Trust 
property and nioneys must be kept separate from the assets of the com- 
pany, and are not liable for its debts. In addition to the examinations 
above-mentioned, the Inspector of Finance may make such further ex- 
aminations as he sees fit, and must make them when requested by the 
court having jurisdiction. 

(Revised Statutes, 1894, §§ 4067-4US1, panaim; §§ 583 and 584. 
Acts 1896, Nos. 17 and 80; Acts 1900, Nos. 58 and 54; Acts 1902, No. 
72; Acts 1904, Nos. 98 and 99; Acts 1905, No. 100; Acts 1906, Nos. 

28, 128 and 129). 

« 

Virginia. 

Trust companies in this State are incorporated by special acts of the 
Legislature, the special charters so granted specifying their powers and 
limitations. There are very few general statutes relating to such com- 
panies, and these apply mainly to foreign companies. "No guaranty, 
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trust, indemnity, fidelity or other company, having for its purpose to 
become security for the faithful performance of any trust or to become 
Hduciary," shall do business in this State until it complies with this act. 
It must appoint and maintain an agent residing in Richmond, upon whom 
process can be served. Every foreign company must give bond to the 
Auditor of Public Accounts, with two or more sureties to be approved by 
him, in a sum not less than $1,000 nor more than $5,000, with conditions 
to make returns and pay taxes. Both foreign and domestic companies 
shall deliver, under oath, to the Treasurer of State, a statement of the 
amount of the capital stock, and deposit with him bonds of the State of 
Virginia, or of the United States, or bonds of the cities of Richmond, 
Petersburg, Lynchburg, Norfolk, Portsmouth, Roanoke, Alexandria, 
Danville or Newport News, to an amount equal to five per centum of said 
capital, assigned to him in trust; but the cash values of same need not 
be greater than $25,000, and may not be less than $12,500. The com- 
pany gets the income of these securities so long as it meets its trust 
obligations, and may substitute other similar securities from time to 
time. The resident agent of the company must deposit with the Auditor 
of Public Accounts a copy of the company's charter, a statement of its 
capital and manner of its investment, etc., and must annually render to 
him a statement which must be published in a Richmond newspaper. 
The auditor must annually examine these statements. He may also at 
any time examine into the affairs of "any company incorporated by, or 
doing business in, this State." If unsafe conditions are revealed, he may 
revoke the certificate of authority issued to the company, and publish 
such action. 

(Code 1904, title 18, chapter 53, section 1286c, pages 646-651). 

Washington. 

Three or more persons may incorporate a trust company. The name 
of the company must contain the word "trust," and other corporations 
are forbidden to use the word in their titles. Capital required: $10,000 
in towns of less than 1000 inhabitants; $15,000 in towns of from 1000 
to 2000; $20,000 in towns of from 2000 to SOOO; $25,000 in towns of 
from 3000 to 5000; $30,000 in cities of from 5000 to 10,000; $50,- 
000 in cities of from 10,000 to 25,000; $75,000 in cities of from 25,000 
to 50,000; $100,000 in larger cities. Existing companies may continue 
with capital required under the old law. At least 50 per centum of the 
capital must be paid in at the start and the balance at the rate of 10 
per centum a month until fully paid. Stockholders are subject to double 
liability. 

The holding of real estate is limited in practically the same way as 
that of National banks. Such as is not needed for the business may not 
be held as an asset over three years. Before declaring dividends, one- 
tenth of the net profits must be carried to surplus until the latter equals 



DigitizecTby 



Google 



156 TRUST COMPANIES. 

20 per centum of the capital. Checks may not be certified unless the nec- 
essary funds are on deposit. Trust companies must carry a reserve of 20 
per centum of demand liabilities. Payment on joint accounts of not over 
$300 may be made to either party^ whether the other is alive or not. In 
December of each year a report must be made of all deposits that have 
been unclaimed for ten years, unless the Secretary or Cashier knows the 
depositor to be living. 

Powers specified: to act as fiscal or transfer agent or registrar, and 
as agent for any cor(K)ration, foreign or domestic, for any purpose re* 
quired by statute or otherwise; to receive deposits of trust moneys, se- 
curities and other personal property from persons or corporations; to- 
loan money on real or personal securities; to discount and negotiate 
promissory notes, drafts, bills of exchange and other evidences of debt; 
to buy, sell and exchange coin and bullion; to hold all real estate neces- 
sary for, and convenient in, the transaction of its business, or which the 
purposes of the corporation may require, and such as is required in^ 
satisfaction of debts due to it; to act as trustee under mortgages and 
bond issues, "and to accept and execute any other municipal or corporate 
trust not inconsistent with the laws of this State"; to execute trusts for 
married women in respect to their separate property, and to act as agent 
in the management of same or in business relative thereto; to act as 
guardian, receiver or trustee of the estate of any minor, and as depositary 
of any moneys paid into court; to execute any legal trusts and powers 
regarding the management of any estate, real or personal, confided to it 
by any court of record, person, corporation, municipality or other author- 
ity, and to hold property that may be the subject of any such trust; to 
purchase, invest in and sell stocks, promissory notes, bills of exchange,, 
bonds, debentures and mortgages and other securities; to issue its bonds 
or obligations for money borrowed or received on deposit or for invest- 
ment; to act as assignee or trustee under an assignment, or as receiver; 
to act as executor, trustee under will, administrator, or guardian of the 
estate of lunatics, idiots, persons of unsound mind and habitual drunk- 
ards; to do a safe deposit business; to do a title insurance business, but 
not if the company does a banking business; to collect income on securi- 
ties as agent; to receive and manage a sinking fund for any corporation;, 
"generally to execute trusts of every description not inconsistent with 
the laws of this State or of the United States" ; to receive money on de- 
posit, subject to check or otherwise, with or without interest. 

The affairs of every such corporation shall be managed by a board 
of directors, not less than three in number, each of whom must own five 
shares of stock. Trust companies may not loan to their officers, stock- 
holders or employees from trust funds, and any loans to them must first 
be approved by a majority of the directors and be entered on the rec- 
ords. Directors who knowingly permit a violation of this are individually 
liable for damages. Trust companies may not loan on the security of their 
own stock, nor purchase same except to prevent loss on a debt previously 
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contracted in good faith. They must make to the State Examiner not 
less than three reports each year, according to forms which may be 
prescribed by him; such reports to be rendered as of past day specified 
by the Examiner, which days shall correspond with those on which 
national bank statements are called for. An abstract of the reports 
must be published in a local newspaper. The Examiner may call for 
special reports at his discretion. Trust companies are subject to the 
inspection and supen^ision of the State Examiner, and it is his duty to 
examine them at least once a year without previous notice. If unsafe 
conditions are found, he must notify the Attorney-General, and may 
take immediate possession of the company pending the proceedings 
instituted by the Attorney-General, or until a receiver is appointed. 
Deposits made by minors and married women are subject to their control. 
(Pierce's Washington Code 1905, §§7225-7225r, 7226-7226d. Laws 
of 1907, chapters 22, 87, 80, 126, 225. Corporation Laws, §§19^-210.) 

West Virginia. 

Trust companies are organized according to provisions of the general 
incorporation laws, and governed by the provisions of the "Title and 
Trust Company" law. 

Powers specified: To do a title insurance business; to buy; sell, hold 
and guarantee bonds, stocks, loans and evidences of indebtedness, and to 
make and execute contracts and agreements required therefor; to engage 
in a general banking business, with all the incidental powers necessary 
thereto; as to such banking business, trust companies are subject to the 
banking laws, except that there shall be no limit to the maximum of 
paid-up capital that such companies may have; to do a safe deposit 
business; to act as trustee, assignee, receiver (general or special), guard- 
ian, executor, administrator, special commissioner, committee or curator; 
to execute trusts of every description not inconsistent with the constitu- 
tion of this State or of the United States; to receive deposits of money 
or other personal property, and issue its obligations therefor; to invest 
its funds in and to purchase real and personal securities, and to loan 
money on real and personal securities; to act as fiscal or transfer agent 
or registrar; to purchase and sell or take charge of real estate for other 
persons, firms or corporations; for the purpose of indemnifying and 
saving harmless any company for making any loans, or accommodations, 
such company is authorized to receive and hold on deposit and in trust, 
as security, estates, real and personal, including the notes, bonds and 
obligations of States, counties or municipal corporations, individuals, 
firms or corporations, and the same to purchase, collect and adjust, set- 
tle and dispose of, in case of default upon any note or obligation for 
which such property has been received as indemnity, or as collateral 
security, without proceedings at law or in equity. Courts appointing 
such companies to trusts may, in their discretion, on the application of 
any persons interested, investigate the affairs of trust companies so ap- 
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pointed. Trust funds and investments must be kept separate from the 
assets of the company, and all investments made by the company as 
fiduciary must be so designated as to show to what trusts they belong. 
The capital of such companies shall be taken and considered as the 
sole security required by law for the faithful performance of duties in 
trust capacities; provided, that, where the liability of the company in 
any trust capacity equals or exceeds the capital and surplus, the court 
making such appointment, or order or decree, shall require additional 
security. 

The capital of such companies must be at least $100,000 fully paid. 
Such companies shall not act as surety on bonds, or do a fidelity insur- 
ance business, except as above specified. 

Institutions not regularly organized and chartered as trust companies 
are forbidden to use in connection with their business the term "trust 
company." Stockholders are subject to double liability. Every director 
must absolutely own at least ^ve shares of stock. Trust companies are 
specifically made subject to the banking laws. They may not begin 
business until they have obtained a certificate of authority from the 
Commissioner of Banking. The Commissioner must make a thorough 
examination of each company at least once a year. Loans may not be 
made upon the security of the company's own stock to an amount in 
excess of fifty per centum of the capital, nor may such stock be purchased 
or held except to prevent loss upon debts previously contracted in good 
faith; and in the latter case the stock must be sold within six months. 
Loans to one party, except bona fide discounts, may not exceed twenty 
per centum of the capital. Before the declaration of a dividend one-tenth 
of the net profits must be carried to surplus until the latter equals twenty 
per centum of the capital. Lists of stockholders with their addresses and 
holdings must be kept, which shall be open to inspection during business 
hours by all stockholders, creditors and by the State tax authorities. A 
copy of this list shall be forwarded to the Commissioner on the first 
Monday of July of each year. All companies are required to maintain 
a reserve of fifteen per centum of all deposits subject to withdrawal on 
demand, of which three-fifths may consist of balances payable on de- 
mand due from any national or State bank (including trust companies) 
in the State or any solvent banks outside the State that may be approved 
by the supervisor in said State. 

Reports to the Commissioner of Banking must be made at least four 
times a year, "corresponding as to time as nearly as possible to the calls 
made by the Comptroller of the Currency," according to forms pre- 
scribed by him, and such reports must be published in local papers. 
Special reports may be called for and special examinations may be made . 
by the Commissioner at his discretion. 

Foreign trust companies may do business in the State by complying 
with certain regulations and getting a certificate of authority from the 
Commissioner. 
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(Acts of 1901, chapters 83 and 85; Acts of 1903, chapter 7; Acts of 
1905, chapter 45; Act passed February 19, 1907.) 

Wisconsin. 

Five or more persons may incorporate "as a trusty annuity^ guar- 
anty, safe deposit and security company." All but companies regularly 
incorporated for the purpose are forbidden to use the words "trust, an- 
nuity or guaranty company" in titles, or other words designed to indi- 
cate that they do a trust business. Capital required, not less than $50,- 
. 000 in cities of less than 100,000 population, and not less than $100,000 
in larger cities. Maximum limit, $5,000,000. Fifty thousand dollars 
must be paid in before beginning business, and the balance within six 
months. All the general provisions of chapters 86 and 87 relating to 
corporations apply to such companies. W^ithin six months after begin- 
ning business, such companies shall deposit with the State Treasurer not 
less than fifty per centum of the capital nor more than $100,000 in 
amount. Such deposit shall be in cash, bonds or mortgages, or notes 
and mortgages on unincumbered real estate within this State worth 
double the amount secured thereby, or public stocks and bonds of the 
United States or of any State of the United States that has not de- 
faulted on its principal or interest within ten years, or of any county, 
town, village or city in this State, and upon all which bonds and other 
securities there shall have been no default in the payment of interest or 
principal for a longer period than thirty days. The securities must be 
approved by the Commissioner of Banking. This deposit shall be held 
as security for the depositors and creditors of said corporation, and for 
the faithful performance of the trusts undertaken by it. Other securi- 
ties may be substituted from time to time ; and the company shall receive 
the income of the securities. Such companies shall be managed by a 
board of five or more directors, each of whom must own ten shares of 
stock. 

Their specified powers are: to receive, hold or dispose of any prop- 
erty, real or personal, conveyed to them upon any trust, by any persons, 
including married women, minors, bodies corporate or any court, and to 
execute any trusts regarding same; to act as agents for the transaction 
of business, management of estates, collection of income or principal, 
etc.; to act as registrar, fiscal or transfer agent; to act as executor, ad- 
ministrator, trustee, receiver, assignee, guardian of minors, persons 
insane or incompetent, lunatics, or any persons subject to guardianship; 
courts are authorized to make such appointments; no security shall be 
required of the company other than the deposit with the State, except 
in the discretion of the court; to loan on real or personal security; to 
do a safe deposit business; to act as surety for fiduciaries; to exercise 
all of the powers usually exercised by trust companies. Such companies 
are forbidden to buy or sell bank exchange or do a banking business. 
Married women and' minors may control their deposits. Such companies 
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may hold real estate needed to carry on their business and execute trusts 
committed to them, and such as may be necessary in the enforcement of 
claims, etc. Trust funds may be invested in the same classes of securi- 
ties as those in which the deposit with the State Treasurer may be in- 
vested, or in such real or personal securities as the directors may deem 
proper. Trust companies must, on or before March 1 of each year, pay 
to the State Treasurer a license fee o£ $800; and in addition a tax of 
two per centum on their net income during the calendar year preceding. 
Such payment shall be in lieu of all other taxes, except upon real estate 
owned by the company. Trust companies are under the supervision of 
the State Banking Department, to whom they must make at least three 
reports each year. The reports must be published in local papers. The 
Commissioner of Banking must examine each company at least once a 
year. If the company is connected with a national bank, the examina- 
tion must, if possible, be held at the same time that the examination of 
the national bank is made by federal authorities. Any officer, director 
or employee who makes a false statement or a false entry in the books 
or knoM'ingly subscribes to or exhibits false papers with intent to deceive 
the examiner, or who publishes a false report, return or statement, shall 
be fined from $1,000 to $5,000, or imprisoned in the State penitentiary 
from one to ten years, or both. 

(Sanborn & Berryman's Wisconsin Statutes, Supplement 1906, 
§§ 179ld-1791i5. Laws of 1905, Chapter 504.) 

Wyoming. 

Loan and trust companies may be incorporated by five or more per- 
sons. The capital, which "must be subscribed for as full-paid stock," 
must be at least $10,000 in towns of less than 2,000 inhabitants; at least 
$25,000 in towns from 2,000 to 4,000 inhabitants; at least $50,000 in 
towns of from 4,000 to 6,000 inhabitants; and at least $100,000 in cities 
of over 6,000 inhabitants. Fifty per centum of the capital must be paid 
in before commencing business, and the balance within six months. The 
shares must be $100 each. 

Powers specified: to exercise the ordinary powers of corporations; to 
buy, sell and discount bills of exchange, notes and all other evidences 
of debt, buy and sell gold and silver coin and bullion, receive deposits 
and pay out same either upon order or check; to "execute any trusts 
which may be created by instruments in writing; such instrument may 
appoint such association trustee for any laM'ful purpose, and to act as 
&uch trustee in all matters embraced in such trust;" to do a safe deposit 
business; to collect income of securities left for safe keeping; to execute 
and issue in the transaction of its business all necessary receipts, bonds 
and contracts. Such companies may hold such real estate as is necessary 
to carry on their business, as well as such as is acquired in the settle- 
ment of claims. The board of directors is authorized to invest the capi- 
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lal and such money as is received from persons or associations for in- 
vestment^ "in good securities; and it shall be lawful for such association 
to make investments of its capital and of funds accumulated by its busi- 
ness^ and moneys received from other persons and associations^ for in- 
vestment as aforesaid, or any part thereof, in bonds and mortgages on 
unincumbered real estate and chattel property worth at least double the 
amount loaned, and also in any and all warrants and bonds of this State 
or any other State or Territory or of the United States, or the bonds 
and warrants of any county, city, town, or school district of this State 
legally authorized to issue such warrants or bonds." 

Such companies must maintain a reser^'e of twenty-five per centum 
of their liabilities to depositors, which reserve shall consist of cash on 
hand or on demand deposit with State or National banks approved by 
the State Examiner as reserve agents. Such a corporation may mortgage 
its real or personal property and pledge or hypothecate its notes, mort- 
gages and other securities, and guarantee payment of the same, to per- 
sons or corporations furnishing it money. Stockholders are subject to 
double liability. A section of the statutes which forbade such companies 
to receive deposits subject to check, and to buy commercial paper, etc.^ 
was repealed in 1903. 

(Revised Statutes, 1899, division 2, title 4, chapter 2, §§ 3085, 3086, 
3128-3139. Laws of 1903, page 59, Act of February 20, 1903. Laws 
of 1905, chapter 78; Laws of 1907, chapter 78.) 
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CHAPTER VI. 

ORGANIZATION OF THE WORKING FORCE. 

IT is difficult to find two trust companies the scope of whose business i» 
exactly the same ; and because of this f act^ and because these institu- 
tions are still in the formative period, the plans under which the work- 
ing forces of trust companies are organized are nearly as numerous as the 
companies themselves. There is some variety in the titles given to dif- 
ferent officers and employees, and great variety in the duties which such 
officers and employees are called upon to perform. It is therefore quite 
out of the question to treat the subject as one might write of banks^ 
where the names given the several workers, and the duties which they 
perform, are, within certain limits, pretty well defined. The average 
trust company worker, outside of the banking department, is usually^ 
called upon to do service of a more varied nature thAn that of the aver- 
age bank employee. 

The organization of the working force depends, in the first instance,, 
upon the character and amount of the company's business. If it is prac- 
tically a bank operating under the name of a trust company, as is often 
the case, its working force will be organized in a manner differing little 
from that of an ordinary bank. Its active head, where the President or 
a Vice-President is not an active official, is apt to be called the Secretary 
and Treasurer, or the Treasurer, rather than the Cashier; although the 
latter title is frequently used in the South and in the West. Where the 
business of the company is large and diversified, requiring a considerable 
number of officers, the titles most commonly given are President, Vice- 
Presidents, Treasurer, Secretary (or Secretary and Treasurer), Assist- 
ant Secretaries and Assistant Treasurers. Among other titles found are 
Attorney, Trust Officer, Auditor, Advertising Manager, Manager of the 
Bond Department, Manager of the Safe-Deposit Department, and 
Manager of the Real Estate Department. 

Duties of the Various Officers. 

The titles given trust company officials do not necessarily convey any^ 
idea of their duties. While the President is sometimes the active head 
of the company, he is more often not active, devoting to the company's, 
affairs only so much time as is necessary to preside at directors' meet- 
ings, serve on certain committees, and act in an advisory capacity. In 
such case, the active management devolves sometimes upon a Vice-Presi- 
dent, sometimes upon the Treasurer, occasionally upon the Secretary, but 
most often upon the Secretary and Treasurer. Where the Secretary and 
the Treasurer are not the same man, the duties of the Treasurer are apt 
to be connected with the banking department, and those of the Secretary^ 
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with the trust department^ but instances arc numerous where no attention 
is paid to titles in the assignment of the duties of the different officers. 
The titles of other officers, like that of Trust Officer, are more descrip- 
tive of their duties. 

The accompanying chart is designed to show the general organiza- 
tion of the working force of a trust company doing a considerable busi- 
ness in trust, banking and kindred lines of business. It represents no 
particular company, but the attempt has been made to incorporate the 
arrangements most common among a number of companies examined, the 
type of company represented being that in the large cities of the Middle 
States. Of course the various lines of work will be combined so as to 
be done by fewer workers if the company be smaller than the one for 
which the chart is designed, and will be distributed among more workers 
if the company be larger. The assignment of responsibilities among the 
Assistant Secretaries and Treasurers is purely arbitrary, and in a given 
company may be quite different from that shovm in the chart; such as- 
signments usually and properly depending more upon the personal fit- 
ness and experience of the various officers than upon their titles. A 
newly-organized company is apt to pay more attention to the relation- 
ship of titles and duties than an old company, where the different men 
have grown to their titles, their duties having been well established 
before the titles were given. 

Reading horizontally, the arrangement of the chart is designed to 
show the superior officer to whom each worker is responsible. Reading 
vertically, no effort has been made to show the relative standing of the 
officers and employees. Thus, each worker in the column beginning 
"Assistant Treasurer" is responsible directly to the Secretary and Treas- 
urer. Reading horizontally, one may see the special department of which 
each officer or worker is in charge, and the various employees who report 
directly to him. The question as to which of the under officers is in 
direct line of promotion depends upon the man rather than upon the 
position. 

Whatever title be given the official who has active charge of the com- 
pany, he is the man who is immediately responsible to the directors, and 
through them to the stockholders, for the general conduct of the institu- 
tion. Upon his shoulders rests the general supervision of the affairs of 
the company; to him the lesser officials report, and under his general 
direction they administer the business of their several departments. Mat- 
ters of detail arc as a rule not brought to his attention, but his strength 
and time should be reserved for the consideration and determination of 
general policies. He is, of course, the one upon whom rests the responsi- 
bility for the safe and profitable investment of the funds of the company 
and of the funds which the company holds in trust. Such investments, 
however, especially those of trust funds, are not usually made upon his 
sole responsibility, but are determined by an investment committee, of 
which he is the most influential member. The laws of many of the States 
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prescribe the classes of investments permitted for trust funds^ and for 
Uie general funds of the trust companies; and within the limits allowed 
by law, many companies by by-law or resolution of the board of di- 
rectors prescribe the classes of investments in which their different funds 
shall be placed. These limitations, if wisely made, tend towards safety 
and lessen the responsibility of the chief executive of the company. If 
imwisely made, their effect is quite the reverse. In the matter of loans, 
the chief executive is usually the man who decides, but the loans made 
are regularly and frequently reported to the finance committee or execu- 
tive committee, by whom large loans are ordinarily authorized in advance. 
This officer is responsible for the records of the directors* meetings, and 
of the meetings of the executive committee. 

In a large institution the Secretary-Treasurer will hardly have time 
and strength to look after all the general executive work of the com- 
pany, and another officer is apt to be named to act as his general assist- 
ant. In the chart this officer is an Assistant Treasurer. He decides 
those matters of general management with which he thinks it unneces- 
sary to trouble the Secretary-Treasurer. He has charge of the general 
correspondence, himself dictating such letters as he sees fit, and distrib- 
uting, through an office boy, the other letters to the heads of the various 
departments. He has general charge of the loans, carrying out the 
orders of the executive committee, and taking a varying amount of re- 
sponsibility in decisions on loans of small amounts. He has charge of 
the collaterals given for loans, and of the investments made by the com- 
pany; a frequent arrangement being that he shall have access to the 
latter only in company with another officer or trusted employee. Upon 
him rests the responsibility of seeing that coupons and other forms of 
income on investments are collected at maturity. He approves and in- 
itials expense vouchers, exercises general supervision over the expendi- 
tures of the compan}', and places orders for supplies needed as such 
needs are reported to him by the Stores Clerk, 

The Loan Clerk has direct charge of the details involved in the 
handling of loans. Through his window he meets the customers whose 
applications for loans have been approved, sees that their notes are 
properly made out, signed, endorsed, etc.; that they are accompanied by 
the proper collateral, if collateral loans, and that such collateral is cor- 
rectly transferred to the company; and, if mortgage loans, that the 
mortgage is in correct form and accompanied by an abstract of title or 
title insurance policy correctly describing the property and showing 
clear title, and by insurance policies properly assigned, if needed. He 
Ggures interest, seKids notices of and collects same. He receives payments 
on loans, either partial or complete, and endorses same on the notes oi 
cancels and delivers the notes. He keeps records showing all necessary 
information regarding the loans, including the balance on each loan and 
the interest payments. He keeps line cards or records, showing the total 
loaned on each particular collateral, and keeps track of daily quotations 
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on stocks and bonds held as collateral, to notify his superior officer if 
same decline in price to an extent that makes them poor security for the 
loans. He receives written applications for loans from those who do not 
see an officer in person regarding same. Sometimes he is given a limited 
amount of discretion in making loans to designated parties within speci- 
fied limits or upon stated collateral. At the close of the day^ or at con- 
venient time^ during the day, his figures are turned over to the General 
Bookkeeper. In his work he has one or more assistants, including a 
Stenographer. 

If the company handles discounts, there is sometimes a Discount 
Clerk who looks after the details of such loans, though if the amount be 
small, such loans can be handled by the Loan Clerk. 

The Stores Clerk is in charge of the various supplies, books and 
stationery needed by the employees and officers of the company. His 
duty is to see that a sufficient supply of each article is always on hand, 
which requires, of course, a careful system of keeping track of the 
amounts on hand of the different articles. Supplies are distributed to 
the different workers on requisitions initialed by the Assistant Treasurer, 
by whom also orders for supplies are placed as their need is reported to 
him by the Stores Clerk. In a large company the value of the supplies 
handled by this clerk in a year amoimts to a good many thousands of 
dollars. This clerk is sometimes in charge of the expense vouchers, fill- 
ing out the vouchers after seeing that the bills are correct, handing same 
to the Assistant Treasurer for his "O X," and sending them to the 
payees. He keeps an expense book showing the distribution of expendi- 
tures. 

The Mailing Clerks are charged with the duty of seeing that all out- 
going mail is in proper shape: that each letter is signed and enclosed in 
the proper envelope correctly addressed, sealed, stamped and placed in 
the post office. During part of the day they are assigned to special tasks 
in the different departments of the company. 

An Assistant Treasurer has general charge of the banking depart- 
ment, aside from the loans. Save in the matter of loans, his duties are 
much the same as those of the Cashier of a bank so far as the super- 
vision of the practical work is concerned. He sees that the different 
workers in the department perform their work satisfactorily; keeps track 
of the reserve and balances with correspondents; meets customers, over- 
sees the opening of new accounts; adjusts differences; attends to the 
correspondence of the banking department; signs drafts, decides quesB- 
tions of signatures, overdrafts, identification, etc., and looks after numer- 
ous other matters that come up daily. This officer, with the assistance 
of the Chief Clerk, is usually charged with the duty of detailing men to 
fill temporary vacancies due to sickness, vacations, etc., both in his own 
and other departments. The banking department is divided into two 
parts, one of M'hich handles commercial accounts, and the other savings 
accounts. 
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The Chief Clerk acts as general assistant in the banking department. 
While he has some stated duties, his time is largely occupied in attending 
to special matters assigned to him from time to time. He is a man of 
all-around ability and experience, who can step in to fill any position in 
the department in an emergency. He looks after matters of detail in 
the relations of the different departments one with another. 

The General Bookkeeper keeps the general books of the banking 
department and the records of investments, and also acts as general 
bookkeeper for the whole institution to the extent of recording the earn- 
ings and expenses of the several departments. Aside from these items, 
each department keeps its own books. The General Bookkeeper pre- 
pares the daily statement and reports based on his books, which together 
with the reports of the other departments are laid before the Secretary 
and Treasurer each morning. 

The Commercial Receiving Tellers and the Commercial Paying 
Tellers perform the duties usually devolving upon such workers, receiv- 
ing deposits and paying checks for customers, and attending to kindred 
duties. One of the Paying Tellers has charge of the cash, and locks 
and unlocks the safes in which it is kept. The Savings Receiving Tellers 
and the Savings Paying Tellers respectively receive deposits from and 
make payments to the holders of savings pass-books. 

Progressive trust companies have separate tellers to handle the busi- 
ness of women customers. The duties of these tellers are the s^me as 
those of the corresponding tellers in the men's department. 

The Draft and Collection Teller issues drafts on New York and 
other correspondents, has charge of coUections, and makes remittances 
for the company. The Collectors work under his direction, receive from 
him each morning the items to be collected for the day, and after making 
their rounds hand him the proceeds of paid collections and return those 
unpaid. 

The Foreign Exchange Teller issues foreign drafts, travellers' 
checks and letters of credit. If the business in this line be small, it is 
attended to by the Draft Teller; while, on the other hand, some com- 
panies have so large a business in this line as to justify the maintenance 
of a separate department, with several employees. 

Many companies have a clerk called the New Accounts Clerk, who 
attends to the details of opening new accounts, under the direction of 
the officer in charge of the department. 

The Individual Bookkeepers keep the accounts of customers in the 
commercial department, and the Savings Bookkeepers the accounts of 
customers in the savings department. 

The Clearance Clerks have charge of items for the clearing-house, 
which they collect from the various tellers, arrange according to the 
banks on which they are drawn, and take to the clearing-house. They 
also bring and assist in looking over the incoming clearing. They usually 
work under the direction of one of the Tellers. 
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The remaining employees in this department are Stenographers; 
Messengers^ who carry money and securities to and from the bank, to 
express offices and elsewhere; Office Boys^ who run errands, file letters 
and attend to various duties assigned to them. The Janitor and the 
Porters, though having to do with the whole institution, are most natu- 
rally classed with this department. The Porters stand at the doors to 
direct customers to the proper offices or windows^ keep a watchful eye on 
persons passing in and out of the bank, and are on hand for any service 
demanded of them. Frequently the same persons act as Porters and as 
Messengers. 

The Work of the Trust Department. 

The trust department — which is semi-legal in the character of its 
work, and which is the department of specialties — is divided into two 
sub-departments, one of which devotes its attention to trust work involv- 
ing the affairs of corporations, while the other is engaged in the hand- 
ling of estates and probate business. Some companies make three de- 
partments by putting the work of transfer agent and registrar into the 
hands of a separate department. 

One Assistant Secretary has charge of the corporations division of 
the trust department. If not a lawyer, he must at least have thorough 
familiarity with so much of commercial law as concerns his work, and 
he freely consults the company's attorney as occasion arises. There is 
great variety in the work of this department, and the duties to be at- 
tended to on one day or week may be of a character quite different from 
those of the succeeding day or week. Now they are the details attendant 
upon acting as trustee under a bond issue; the next task may be that of 
acting as assignee for a large concern, mercantile, manufacturing, bank- 
ing or other ; again they may concern the re-financing plans of a corpora- 
tion, the handling of a bond pool or syndicate, the collection of assess- 
ments, or the distribution of proceeds, acting as depositary under escrow 
agreements, the duties of a receiver, acting as depositary for a sinking 
fund; depositary of stocks under voting trust agreements, the payment 
of coupons, the transfer and registering of stocks or the registering of 
bonds, and so on. The general direction of these and similar matters 
rests upon the officer in charge of the department. A Trust Clerk acts 
as his general assistant, handling the details, figuring assessments and 
distributions, keeping the department tickler, and so forth. 

The Transfer Clerk attends to the transfer and registering of stock 
certificates, and the registering of bonds, keeps the records of same, 
furnishes certified lists of stockholders and attends to such other matters 
as occasion demands. 

The Coupon Clerk pays coupons as they mature and are presented, 
cancels and arranges and keeps a record of them, and returns them with 
statements at regular intervals to the companies concerned. Sometimes 
he has charge of all incoming and outgoing registered mail and express 
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matter for the whole institution except the banking department^ attend- 
ing to valuation and insurance on outgoing matter and keeping a record 
of same. 

The Trust Bookkeeper keeps the records of the department and 
looks after such special duties as are assigned to him. 

The Stenographer of this department operates a book typewriter, 
with which he makes entries, dictated to him by the officer in charge, 
upon the trust register and other records. 

One officer — ^perhaps the Trust Officer or an Assistant Secretary — 
has charge of that division of the trust department which handles estates 
and probate business. Like the officer in charge of the other division of 
the trust department, he needs to be familiar with the law as it concerns 
the work of his department. He confers with customers who wish to 
leave property in trust with the company, or to appoint the company 
agent or attorney-in-fact, or to name it executor or trustee under will, or 
trustee under agreements relating to life insurance, or who wish to em- 
ploy the company to act for them in any capacity. His advice is sought 
and freely given to customers on various matters of semi-legal character 
regarding their estates. He has general charge of the estates in the 
keeping of the company, looking after them as he would after his own 
property. He confers with heirs and beneficiaries under trusts held by 
the company. It is largely through this department that the trust com- 
pany develops that peculiar personal character that distinguishes it from 
the proverbial "soulless corporation." As guardian of the estates of 
minors and others, and in other capacities, the officer in charge of this 
department is often called upon to perform duties that bring him into 
close personal touch with customers. 

It is a part of the duty of this officer to see that trust funds in the 
department are kept invested in ways that are safe and as profitable as 
safety will permit. Such investments are made upon the advice, either 
of a committee existing for the special purpose, or of the executive or 
finance committee of the company. 

In some companies the Trust Officer is in charge of the whole trust 
department, the subdivisions of such department being under the charge 
of assistant trust officers. 

An Outside Man in this department looks after the real property held 
in trust, rents the property, pays taxes, attends to repairs and improve- 
ments, assists in the negotiation of sales, visits courts to look up records 
and legal matters, and so on. 

The Bookkeeper of the department keeps the books, in which a sep- 
arate set is kept for each trust, as well as general figures showing the 
entire work of the department. He remits income to the beneficiaries of 
the various trusts as same is received or at stated intervals, has charge un- 
der the Trust Officer of the securities and papers belonging to each trust, 
collects coupons and other forms of income aside from the rents collected 
by the Outside Man, collects bonds and mortgages as they mature, keeps 
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the department tickler^ renders statements to the courts and to others as 
required^ etc. In this work he is assisted by the department Stenograph- 
er^ who also takes dictation and attends to the correspondence. 

The Manager of the Real Estate Department conducts for the com- 
pany a general real estate agency business. His duties are similar to 
those of an ordinary high-grade real estate agcnt^ being the purchase and 
sale of real estate and the renting of same^ acting as agent in the hand- 
ling of real property, the collection of rents, etc. Sometimes, with the 
adyice of the executive committee, he buys property for the company, for 
the purpose of turning it over at a profit, either by sale in bulk or in al- 
lotments. Much of this business is of the same character as part of that 
done in the estates division of the trust department, and is frequently 
handled by that department, extra clerks being employed as needed. 

The Safe-Deposit Department. 

The Safe-Deposit Department is under the direct charge of a Man- 
ager. His duties involve the general supervision of his department, but 
as this does not require all of his time after the department is once es- 
tablished and put in running order, he devotes considerable time to work- 
ing up new business and to seeing that his department is kept fully up to 
the times. 

An assistant keeps the accounts, makes out the daily reports and 
assists in the handling of customers. He has charge of setting the time 
locks and opening the vaults. In the absence of the Manager, he rents 
boxes and space in the vaults. He keeps record of all visits made by 
customers to the vaults or boxes. 

A guard admits customers to the department, keeps his eyes open and 
gives general assistance. 

In large companies, a trusty man is needed to call for and deliver 
packages. Special wagons, either automobiles or drawn by horses, are 
provided for this purpose by the most progressive companies. 

A Stenographer in the department takes dictation and attends to 
duties specially assigned. 

While the Night Watchman belongs to the whole institution, his 
most responsible duties are in connection with this department. 

The Manager of the Bond Department is engaged in the investiga- 
tion, purchase and sale of municipal bonds and other high-grade securi- 
ties, his department conducting practically the same business as a first- 
class bond house. He needs one or more clerks to assist in the work; 
but as his department is in close touch with portions of the trust depart- 
ment, the clerks of that department are often detailed to assist him. 

The Advertising Manager is, as his title indicates, in charge of the 
company's advertising. The growth of the idea that banks, and par- 
ticularly trust companies, may with dignity advertise and "hustle" for 
business, has been phenomenal, and has already reached the point where 
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-these institutions are among the leading advertisers. Accordingly, the 
Advertising Manager of an enterprising company has an important mis- 
sion ta perform^ and must be a man of experience in his line, of ideas and 
-of industry in the pursuit of new and attractive ways of drawing public 
•attention to his company. In his work he has the assistance of several 
:stenographers, who prepare and maintain advertising lists and send out 
advertising matter. 

Many companies now include in their regular force an Auditor, who 
.gives his time to auditing all departments, preventing or detecting de- 
falcations, seeing that the orders of the executive officers as to methods of 
^ork are carried out, suggesting to employees improvements in their work 
and devising improved forms, records and systems. He reports directly 
to the chief executive, or preferably to the Board of Directors, at reg- 
ular intervals and whenever occasion demands. 

An indispensable official in a trust company is an attorney, or firm of 
attorneys. Sometimes he devotes his whole time to the company, but more 
often there is a working agreement by which his services are at the dis- 
posal of any member of the working force, officers or employees, when- 
ever needed. Some companies have an official known as the Office 
Attorney. Unless the Trust Officer or other official is an experienced 
Attorney who is capable of passing upon legal or semi-legal questions 
which are apt to arise at any moment in the work of the trust department, 
it is of the utmost importance to have a competent attorney within easy 
reach. The duties of this official are, of course, mainly advisory. 
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CHAPTER VIL 

FORMS AND RECORDS FOR THE TRUST DEPARTMENT: 

IT is a trite but eminently correct remark to make regarding the books 
and records of any financial institution, that they ought to be as sim- 
ple, clear and accurate as skill and experience can make them. The 
remark applies with special force to the books and records of the trust 
company, and especially to those of its trust department. Here is need of 
special care, because of the fiduciary nature of the business, ^because of tlie 
necessity of using the records as the basis of frequent reports to the 
beneficiaries of the various trusts and to the courts, because the history 
of business handled in trust for others ought to be complete and self- 
explanatory. 

The wise trust department manager will therefore see to it that 
provision is made at the start for books and records that shall approach 
the golden mean between the two extremes of too great fullness of detail 
and the unnecessary labor and time required thereby, and of too little 
fullness and detail, resulting either in fatal omission of facts that may 
be of the utmost importance, or in the waste of much labor and time in 
the work of supplying the omitted information. 

To attain to such an ideal set of books requires large experience and 
careful study, together with a liberal endowment of "common sense." 
The records will be inadequate if they do not contain a complete history 
of all the essential matters pertaining to the trust; they will be cumber- 
some and unwieldy if they contain more than such necessary information. 
Yet it is safer to err on the side of too great fullness, if one must err at 
all. and it is better for the forms for the records to contain blank spaces 
for details which the intelligent bookkeeper may omit at his discretion in 
particular cases, than to make no provision to suggest such details to the 
careless, lazy or incompetent worker. 

The matter of simplicity and clearness is of the greatest importance 
from many standpoints. The books ought to be simple enough to be un- 
derstood by any officer or intelligent employee of the company, without 
the necessity of special experience or explanation. This has been learned 
by costly experience in many institutions. The writer knows of one case 
in which a company had a set of books so complex that the man who reg- 
ularly kept them was the only one in the company, officers included, who 
could interpret them without much study. When he was out for lunch or 
away for the day, it was necessary to await his return to ascertain the 
simplest facts regarding those accounts. The books were devised by an 
expert accountant, were perfect from the theoretical standpoint, and were 
beautifully arranged by the printer, but they required an expert to 
translate them, and were soon discarded. Similar experiences have been 
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xnet with by many companies, and there is a distinct trend towards sim- 
plicity by the older institutions. 

Another consideration is that the bookkeeper on any particular set of 
books may at any time meet with accident or sickness which may occasion 
his long absence or death ; and it is obviously important that another man 
be able to take his place without the necessity of a long course of train- 
ing, or the making of numerous errors in starting the new work. 

Where it can be afforded, it is of decided advantage to have the books 
specially prepared with printed headings for the various columns and 
spaces. To the man who works on the books daily, these headings may 
seem imnecessary; he knows what the various spaces are for without the 
labels. But it is not enough to have the books understood by the man 
who keeps them; they must be readily understandable by any intelligent 
person, so that the officers may know the state of things at a glance, and 
so that a new man may take up the work at any time. This proposition 
seems clear enough on its face, yet it is astonishing how little it is heeded 
by some institutions. 

Because of the frequent reports required, it is of great advantage to 
have the records in such form that the stenographer may copy them on 
the typewriter just as they stand. This precaution saves a great amount 
of work and many errors. 

There should be a general system of accounting, of which each book 
and record is a part, and through all of them should run a chain of en- 
tries that binds them together. This insures accuracy and prevents mani- 
pulation. The source of each entry should be readily ascertainable. 

Some companies, especially where loose-leaf books are used, consider 
it of advantage to Jiave all leaves of the same size, thus insuring uniform- 
ity in the sizes of nil the books and records. This adds much tc neatness 
and general appearance, and is oft«n of convenience. If this is done, the 
size should be large enough for those records which need considerable 
space. This requires making some records larger than necessary, but the 
fault is not a bad one. The size used bjr one of the best companies is 
15% inches high by 13% inches wide. This makes a book of convenient 
shape and size. 

Use of Loose-Leaf Books and Cards. 

The question of the use of loose-leaf books and records is onp on 
which opinions differ, and the opinions for and against their use are often 
quite emphatic. That they are convenient is generally conceded. The 
essential objection urged against them is the ease with which leaves may 
be removed, and the records be changed or the leaves be lost. This objec- 
tion is largely removed by the plan of having the keys to the books in 
the sole charge of one official or trusted clerk, who is held responsible for 
any irregularities due to removal of leaves. Where there is objection to 
the general use of loose-leaf records, they may be used only on ledgers 
and other secondary books, the books of original entry being bound in the 
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usual way. It argues much for the convenience and safety of the system 
that few cases are on record where a company has discarded loose-leaf 
books after having given them a trial. 

The use of card records is open to much the same objections as the- 
loose-leaf book, and its advantages are of the same kind, but more pro- 
nounced where adapted to the needs. The use of cards for various pur- 
poses is steadily growing, and in many institutions has entirely displaced 
books in some departments. 

Of course the cash and securities should not be in the keeping of the 
ones who keep the records concerning them. Audits should be made at. 
frequent and irregular intervals, and the cash and securities on hand 
must then agree with the amounts called for on the books kept by an- 
other. ' 

However complete and carefully arranged the set of books may be,, 
the matter of accuracy and care in their keeping depends upon the meib 
who do the work day by day. The books of the trust department ought 
never, even for a day,, to be in the charge of novices or incompetents. 
The best bookkeepers in the institution ought to be in charge of these - 
books. They ought to be well paid and well treated. This is done in most, 
of the best-managed institutions. In others there seems to be a lack of 
appreciation of the importance of such work. The writer knows of an in- 
stance in the metropolis of the country where an unusually competent, 
and painstaking manager of the book-keeping department was informed 
that, as his department added nothing to the earnings of the company, its. 
expenses must be kept down to the lowest possible figure ! The shallow- 
ness of such an argument is obvious enough. 

The number and kinds of books needed by the trust department de- 
pend upon the size of the company and the character of its business. 
Trust business necessarily accumulates slowly and usually requires years, 
to reach considerable proportions. The greater part of the business of 
the average trust company, especially of the small and the new ones, is- 
in the banking department, and what trust records are necessary may 
often be kept in the general ledger. In the following pages will be given 
descriptions of the books, records and forms required by companies doing 
considerable trust business. Many of these are not needed at all by the 
smaller companies, and often two or more of them may be combined in 
one book. There is such variety of business done by different companies- 
that it is quite Impossible to devise sets of books applicable to all, and 
each company is under the necessity of devising books suited to its in- 
dividual needs. To what extent it is desirable to discount the future in a 
new company, and to provide at once sets of books in anticipation of a 
large and diversified trust business, will necessarily depend upon the in- 
dividual prospects of the company. 

RSLATION OF THB TrUST BoOKS TO THE GSKERAL BoOKS. 

It is usual for the trust department (or departments) to keep separate 
reccrds of its own work. For its cash it keeps an account with the bank- 
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ing department just as any customer would; and some companies keep 
bank accounts for some of their trust funds with other trust companies or 
banks. Only the totals of such accounts appear on the general or in- 
dividual books of the company. For example^ If at any time the trust de- 
partment has on hand $300^000 in cash^ accumulated or awaiting invest- 
ment^ such sum appears on the books of the banking department as a de- 
posit to the credit of the trust department. Regarding the details of this 
deposit the banking department has no more to do than with the details 
of the deposit of any customer. 

The Trust Register. 

When a new trust is taken on by the company^ the first book in which 
record needs to be made is the trust register or register of trusts. The 
purpose of this book is to give a list of the trusts held by the company^ 
together with a concise history of each trust, its conditions^ etc. Some com- 
panies use two or more books for this purpose^ keeping trusts received 
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Fio. 1. 



through the probate court in one book, and other trusts in another 
book. Considerable discussion on the wisdom of this course was brought 
out at the meeting of the Trust Company Section of the American Bank- 
ers' Association at Milwaukee in 1901.^® The best usage seems to be to 
have but one trust register in which are kept records of all trusts^ from 
whatever source. 

In 1900 a committee was appointed by the Trust Company Section of 
the American Bankers' Association to print a book of trust company 
forms. In Fig. 1 is given the register of trusts recommended by this com- 
mittee^ with sample entries. When a trust is received^ memorandum of 
same is at once made on this register^ and the trust is given the next 
consecutive number. By this number it is thereafter known^ and its 
papers and securities are filed under that number. This is not only a 
great convenience when the number of trusts becomes large, but is a 
decided safeguard in filing documents. It becomes of special importance, 



70 Proceedings Trust Company Section American Bankers' Association, 1901,. 
pp. 22-27. 
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too^ when mere than one trust is 'held from the same party. The numbers 
also show the order in which the trusts were received and the total number 
received up to any given date. It does not show the number of open 
trusts^ as many may be closed. 

In Fig. 1 the first column is for the number of the trust. The second 
column is for the date when the trust was opened. Care should be ex- 
ercised here — and in all books — ^to have the year, as well as the month 
and day^ correctly and plainly indicated. After the book has been in use 
for a term of years^ this becomes of the utmost importance. Young book- 
keepers frequently overlook this. 

The next column^ headed "name," is for the name in which the trust 
stands. 

The next column, headed "character of trust/' describes briefly the 
capacity in which the company is to act, or the general nature of the work 
undertaken by it. 

The next column, headed "source of appointment," shows whether the 
trust was received by appointment of court, by private agreement, or 
otherwise. 

These are all the entries that can be made at the time that the trust is 
received. In cases where an inventory, an appraisement and a proof of 
publication are required, the dates when these were attended to are in- 
serted in the proper columns. When a trust is closed, entries are made in 
the next columns showing the date when closed, and the authority for 
such closing. 

It is a convenience to have a special file, called the "disposed of file," 
for trusts which are closed, so that the live trusts can be kept separate. 
The last section of Fig. 1, headed "trusts closed," is for use in connection 
with this file. At a convenient time, the remaining papers of closed trusts 
are placed in boxes or envelopes in this file, the package is given a num- 
ber, which is inserted in the last column in the register, and the number 
of the trust and the date of closing are inserted in the columns shown. 
Some companies do not give new numbers to closed trusts, but file same 
by the original number, which is probably the better plan. 

There should be an alphabetical index to the register of trusts, giving 
the number of each trust and, if desired, the page on the register in which 
it is entered. The regular size of page jfor this register is 21 by 15^ 
inches. 

It; will be seen that this register permits of only a meagre record of 
the facts regarding each trust. It serves as a convenient means of keep- 
ing a list of trusts and of learning at a glance the proper number to give 
to each new trust. But fuller details regarding the trusts must be 
written out elsewhere. Some companies have such details on a specially 
printed page inserted in the loose-leaf trust ledger at the beginning of 
the account of each trust. 

Many companies dispense with the use of this form of trust register 
entirely, and register all trusts in a book devised on quite a different 
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plan. In the book^ one page (or more, if necessary) is given to each 
trusty the facts regarding the trust being treated at greater or less lengthy 
as the case in hand may require. The trusts are given the proper con- 
secutive numbers as received, the same as in the brief form of register. 
The pages are either ruled across like an ordinary record book for writ- 
ing, or are entirely blank if they are to be filled in with a book-typewriter. 
The book may be specially printed, but unless loose leaves are used it 
will not be of advantage to have much printing, as the record needed for 
different classes of trusts varies greatly. In any event the matter to go 
in the trust register should either be dictated by an officer or inserted by 
an intelligent clerk who is thoroughly familiar with the work. 

Fig. 2 shows a page for such a register. The history of the trust 
may be continued on the other side. The page is quadrille-ruled, as a 
convenience in tabulating items when necessary. Its size is 11x15 inches. 
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Fio. 9. — Page of Trust Recttter. 



If the trust business is large, the best plan is to use a loose-leaf trust 
register, with pages specially printed for different classes of trusts that 
are common, and blank pages for others. As each trust is received, the 
proper kind of page is inserted, and the next consecutive number is given 
to the trust. 

Figs. S and 4 show two difi'erent pages for such use; and the page 
shown in Fig. 2 may be so utilized. 

Fig. 3 gives the front page of a leaf used by a large company for 
the registering of trust deeds. This company uses a book typewriter. 
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Fio. 3. 

with which the entries are made^ as shown in the figure. The abbrevia- 
tion "Comp.** at the upper left-hand corner refers to the compensation 
received by the company for its services. Most of the entries are self- 
explanatory. It will be noticed that the memoranda opposite the head- 
ings^ "in case of default trustee may" and "in case of default bondhold- 
ers may" are not extended. The utility of extended memoranda on such 
points is doubtful. If action is to be taken in these matters^ such action 
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should be put in the hands of the attorney of the company^ and he will 
not be content with less than a study of the trust deed itself. Especially 
will this be true if there is any question regarding the interpretation of 
the instrument. It is a safe rule never to put into the trust register any 
memoranda regarding whose correctness there might be the least question. 
The blank space is much more useful than such a memorandum^ and 
capable of less damage. 

On the reverse side of the leaf the record is continued with the fol- 
lowing headings: "In case of sale/' "liability'of trustee/* "sale or ex- 
change," "delivery of bonds." 
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Fig. 4 shows a page adapted to record of trusts received through the 
probate court. The first part calls for the same information as in Fig. 1. 
Under the "list of property in trust," need be given such property only 
as is not itemized on the trust ledger. Some companies put into the 
ledger only the cash in the trust; others add the securities at the ap- 
praised value and some at the face value, and some include all the prop- 
erty in the trust, items of uncertain or doubtful value being listed at the 
nominal appraisal of one dollar. The last plan is a safeguard against 
overlooking any item of the trust property. If this plan is followed the 
list of property in the register may be omitted. 

Under the head of "memoranda" are entered any special remarks re- 
garding the terms of the trust, matters to be attended to and, if desired, 
the names of the beneficiaries, regular remittances, etc. The best usage, 
however, is to enter the latter memoranda on a page preceding the ac- 
count in the trust ledger, as will be described later. Indeed, some com- 
panies register their trusts only on pages (like that shown in Fig. 2, or 
blank pages) which are inserted in the trust ledger, thus keeping all 
memoranda regarding each trust in one place. In such cases a numerical 
index to trusts must be kept in a separate book. 

Under "history" should be given a complete record of all essential 
matters in the administration of the trust down to the time of its final 
disposition. The careful keeping of this record is of great convenience 
and importance. It should contain such matters as important conferences 
with the makers or beneficiaries of the trust, changes in the written agree- 
ment, death of interested parties, etc. When necessary the history should 
be continued on the reverse side of the leaf. 

For the registering of trusts for which neither of these forms is 
adapted, blank pages should be used, the entries to be dictated by the 
trust ofiicer or other experienced person. It is convenient to have these 
blank pages ruled as in Fig. 2 or Fig. 4. A convenient size for these 
pages for use in a loose-leaf binder is 15% by 13% inches. 

Fig. 5 gives the first page and an putline of the other pages of the 
form used by another large company, on a somewhat different plan. This 
form is made of card-board, size 5\!^ by 10^/^ inches, containing eight 
pages and no cover. 

At the top of the second page is the heading "terms of the trust and 
powers of trustee." The third page is divided into three equal parts, 
with the headings shown in Fig. 5. The fourth page is headed "history," 
and this is to be continued as far as necessary on the remaining five 
pages. These forms are arranged in numerical order in specially pre- 
pared files, which contain only the live trusts, the forms being removed 
to a transfer file as each trust is closed and its record completed. This 
plan is convenient in that when one wishes to consult the record of a given 
trust he may remove the form from the file, and have the record in com- 
pact and convenient shape without the handling of a large book, and 
without interfering with the work on other trusts. It requires care lest a 
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a record be lost or misplaced. Where such records are used^ it is a good 
plan to have printed forms of receipts^ one of which the person taking 
the form signs and puts in the place from which the form is removed^ 
thus showing who is responsible for that particular document until it is 
replaced. 

Some companies use a probate settlement docket^ the standard form 
of which is shown in Fig. 6. The headings and sample entries are self- 
explanatory. This book is indexed for months^ and thus serves as a 
tickler to show settlements due each month on this particular class of 
trusts. All probate trusts are here entered, so that the book contains a 
complete record of settlements of such trusts. 
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The use of this docket is of course unnecessary if the large form of 
trust register is adopted, and a suitable general trust tickler used, as ail 
the information here contained^ and more, is easily recorded on the 
register. It is of advantage where, for any reason, it is deemed im- 
portant to keep such memoranda regarding probate trusts separate from 
those of trusts received from other sources. 

It should be said that there is great difference in the ways in which 
various companies use their trust registers. Some make the memoranda 
exceedingly brief, depending upon reference to the papers in the trust at 
frequent intervals. Others have lengthy entries made, even copying wills 
and other documents in full. In favor of this practice it is urged that 
many trusts, especially as trustee under wills, may last for twenty or 
thirty years, during which time the documents may become misplaced or 
worn by constant usage. In case of the loss of the original paper the 
verbatim copy becomes invaluable. 



».«*••' 




-sa^ 




Omtrm, 


tlrtrn. 


■•^ 


■nkc» 


-aiMiMim 


J/.^cb^ 




nnJ^,^ 




<3UL 


/ 






'ki^^M.f 




cSr^^j.''^ 
























































































































. 








































• 



















Fio. 6. 



Journals and Ledgers. 

The book of original entry for all transactions in the Trust Depart- 
ment involving cash is the General Journal of the Trust Department. 
This book is really, in its main usage, simply a cash-book; but usage 
differs in the matter of arranging the debits and credits as for a cash- 
book or as for a journal. The ordinary journal form suffices for the 
work, and for small companies is not only cheaper than specially-ruled 
books, but is also quite as convenient. Most of the larger companies, 
however, use specially-ruled books; the chief purpose of the rulings, 
aside from the matter of appearance, being to separate different classes 
of accounts. Figure 7 represents a Trust Journal, or rather Cash-Book, 
arranged with separate columns for the accounts of "Bond Trusts," of 
"Court Trusts" and of "Sundry Trusts." The company which uses this 
book conducts all its trust work through one department, but maintains 
three trust ledgers — one containing the accounts of bond trusts (i. e., 
trusts in which the company acts as trustee under bond mortgages, in- 
volving the payment of coupons and of bonds when due), another con- 
taining the accounts of court trusts (i. e., trusts received by appointment 
of court), and the third containing the accounts of all other trusts for 
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which cash is handled. It will be seen that the arrangement of this 
cash-book makes convenient the posting of the items to the three ledgers, 
inasmuch as a glance down any colunm shows what items are to be posted 
to the ledger in hand. 

The three small columns at the left of each page are for posting 
marks. The first of these columns, headed "Special Accounts," is for 
use with those items that must be sub-posted to any other than the regular 
ledger accounts, such as rents, items for the Loan Register, etc. In the 
ledger a complete set of books is kept for each trust, just as the owner 
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of the trust might keep them for himself. Each item in the general 
cash book therefore appears in the individual ledger of its proper trust 
as both a debit and a credit. The columns in Figure 7 headed "Individ- 
ual — Dr. — Cr." are for the marks of postings to these accounts. In the 
figure the entries are numbered for convenience in describing the entries: 
these numbers would not appear, of course, in the regular use of the 
cash-book. Thus, in the left page of Figure 7, entry No. 1 would be 
posted first as a debit to the cash account of the Smithville Bond Pool> 
and a check mark made in the Dr. posting column. It would then be 
posted to the credit of Syndicate Subscriptions account of the Smithville 
Bond Pool, and a check mark made in the Cr. posting column. Of the 
remaining entries on the left page, the debits would all be made to the 
cash accounts of the several trusts. The credits would be made as fol- 
lows: Entry No. 2, to the Income account of the trust concerned; 
entry No. 3, to income; entry No. 4 to the Bonds account, and if the 
bonds are sold at a profit, the excess over the cost would be posted to 
the credit of the Profit on Bonds account; entry No. 5, to the Coupons 
account and to the Bonds accoimt. In entry No. 2, the items would be 
sub-posted to the rent ledger under the account for each piece of prop- 
erty, and the check marks of the postings placed in the Special Accounts 
posting column. In entry No. 3, the interest on the mortgage would be 
sub-posted to the Loan Register, under the account for this mortgage. 

In the right-hand page of Fig. 7, the credits for all the entries would 
be made to the cash accounts of -the several trusts. The debits would 
be made as follows: Entry No. 1, to Coupon account of the trust in- 
volved; entry No. 2, to the account of Mary Trowbridge, if remittance* 
are regularly made to her; or, if remittances are not regularly made, to 
the Expense account; entry No. 3, to S. S. Smith, Syndicate Manager; 
entry No. 4, to Expense and Repairs accounts, respectively; entry No. 5,. 
to Repairs and O. R. Gates accounts, respectively. The Repairs items in 
entries Nos. 4 and 5 would be sub-posted to the Rent ledger under the 
accounts of the properties involved, a separate account being kept of 
the expenses and repairs on each piece of property. It will be noted 
that a voucher is kept for each item of expense, the vouchers for each 
trust being numbered consecutively. 

With this journal, as already stated, ledgers are used in which a com- 
plete set of "double entry" books is kept for each trust. The ledgers, 
which are preferably loose-leaf books, are indexed by tabs on the edges 
of the leaves, and after the tab index for each trust are inserted as many 
ledger leaves as may be required. The number of accounts carried for 
each trust depends, of course, upon the character of the trust. It may 
require the carrying of only Cash and one other account, such as Prin- 
cipal or Income. It may be necessary to add to these such accounts as 
Bonds, Stocks, Mortgages, Real Estate, Individuals, etc. Under this, 
plan the cash account will of course contain a memorandum of every 
cash transaction aflfecting the trust, and it therefore serves as the basis 
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for rendering statements of account either to the court or to beneficiaries 
or to the maker of the trust. Some companies call this account the Bank 
account rather than the Cash account.. 

For these ledger pages any of the forms shown hereafter may be used. 
If only one form be used, as is practicable, though not entirely convenient, 
that shown in Figure l6 is probably the most useful, being adapted to 
different kinds of accounts, and containing columns for both debit and 
credit balances. 

Inasmuch as the character of the business done in trust work for court 
trusts differs considerably from that done for corporation trusts and 
others, many companies, as already stated, divide the trust work into two 
divisions, and use different styles of records in the two divisions. Figure 
8 represents a journal form used in the corporations division of the trust 
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department. The general arrangement of the page is one which is 
coming to be used extensively for various purposes both in trust and 
banking departments. Both debit and credit items are brought on to 
the same page; and the space for names and descriptions being in the 
center, the writing of the names of accounts is often avoided in cases 
where there are both debits and credits to be made to the same account. 
It also causes the name of each account to stand out prominently on the 
page. The object of the extra column headed "General Accounts" is to 
facilitate the separation of accounts which for any reason are to be 
treated differently from the regular deposit accounts, or of accounts 
which are carried in a separate ledger. For example, the total funds of 
the department are carried as Bank account, which is of course a general 
account made up of the cash balances of all the accounts in the depart- 
ment. These funds are carried by some companies in their banking de- 
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partments, and by some are carried in other trust companies or banks. 
As shown in the figure^ the total of disbursements for the day is credited 
to Bank in the General Accounts column; and the receipts are debited to 
Bank either at the close of the day or at convenient times during the day 
as deposits of the funds are made. Among other general accounts would 
be the interest account for interest received on the Bank account^ Bonds 
and Stock account^ if the total of these items be carried in a separate 
account^ etc. The company from whom the writer got this form carries 
all coupon accounts in a separate ledger, and therefore enters items for 
coupon accounts in the General Accounts column in the journal. The 
second entry in Figure 8 — ^that of the credit to "Auburn and Birmingham 
Traction Pool" — illustrates a use of the two columns. The bonds having 
been purchased at 80, are carried at that figure in the general Bonds 
account. The sale here recorded having been at 86, the profit of $240 
is journalized in the Deposits column, while the amount at which the 
four bonds are carried — J^3,200 — is entered in the General Accounts 
column. 

The next-to-the-last entry in Figure 8 illustrates a time and labor 
saving plan that is much used. A dividend of $48,9^^ is paid, the 
amount being divided between perhaps one or two hundred persons. Only 
the total is entered in the journal; while the items, taken from the stubs 
of the department's clieck-book, are entered in detail in the ledger. In 
case of a large number of credit items to the same account on the same 
day, a similar plan is followed, the details being posted directly to the 
ledger from the credit tickets. This plan subtracts, nothing from the 
completeness of the record, while it saves about half the labor otherwise 
necessary. 

It will be noted that although this book is practically a cash book, 
is is not, like the form shown in Figure 7^ arranged in cash-book style. 
This matter is largely a question of personal taste, but the usage is in 
favor of using the journal rather than the cash-book style, the credits ap- 
pearing on the right and the debits on the left, as in Figure 8. 

The ledger for this department is preferably a loose-leaf book. There 
is so much variety in the nature of the accounts that must be kept that 
it is a decided convenience to have special rulings for the different kinds 
of accounts; and this cannot be done easily unless loose leaves, to be in- 
serted as needed, are used. The leaves must be large enough to accom- 
modate accounts requiring much space. A convenient size is about fifteen 
and one-quarter inches deep and eleven inches wide for the rulings, with 
such added width as is needed for the style of binder used. Figures 9, 
10, 11, 12 and l6 show several ledger forms that have been found useful. 

Figure 9 shows a form adapted to accounts in which funds are col- 
lected in installments or on "calls," or in which payments are to be made 
in several dividends, or in which either receipts or disbursements are to 
be classified. The figure illustrates the use of the form for an account in- 
volving the collection of funds on several calls. From this record it is 
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easy to ascertain at any moment the totals paid in on each call, the per- 
sons who have made payments on each, and the balance of the account. 
In a similar manner, where the form is used to record the payment of 
funds in several dividends, it easily shows any information regarding 
the account that is apt to be wanted. For ordinary dividend account's, 
however, the use of Form 10 is better, inasmuch as the whole dividend 
is usually paid on the same day, and the complete account may therefore 
be at once placed on a page by itself. Where funds are to be disbursed, 
and a separate account Is wanted of items paid on account of principal, 
interest, commission, expense, etc., this form is well adapted to the needs. 
Because of the various uses to which the form may be put, the several 
columns have no printed headings; but it is customary to have rubber 
stamps for the headings most used. 
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Figure 10 shows a ledger form adapted to accounts where not much 
room for description of items is needed. The record is kept in a very 
compact shape. The figure illustrates its use fo/ dividend accounts. If 
the number of items be large, the account is continued on the right half 
of the page, shown blank in the figure, and on the other side of the leaf, 
which is ruled in the same way* If the number of items be small, two 
dividends may be recorded on each page. This is a convenient form to 
use for coupon accounts, unless a special form like that shown in Figure 
12 is used. The small columns headed by check-marks V in this form 
are for use in case the work is to be checked over in a hunt for an error 
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or for any other purpose. The use of the column for such check-marks- 
leaves the page in neater shape than do check-marks placed indiscrimin- 
ately^ besides being a clearer guide. 

In Figure 11 is shown a ledger page which is convenient where the 
items are to be described at length. The descriptions of debit and of 
credit items may be separated by the device explained in connectioi^ with. 
Figure 14. 
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Fio. 10. — Ledger Sheet fok Gekeral Use. 



Fio. 11. — Ledoeb Sheet with Wide Description Columk. 



In Figure 12 is shown a form which combines a ledger page for 
coupon accounts and a record of coupons paid. The combining of the 
two is a great time saver^ and the arrangement for noting the bond num- 
bers of coupons paid is very convenient. In the first debit to the account 
— that for the payment of coupons presented by John Doe — ^record of 
the bond numbers 137^ 138 and 139 is made in the description column ia 
the ledger part of the page, and check-marks (V) are made in the proper 
spaces in the form for bond numbers of coupons paid. In the fourth, 
debits the First National Bank of Chicago has presented twenty-five 
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Fio. 19. — Combined Coupok Ledger and Record Sheet. 



•coupons cut from bonds whose numbers are not consecutive. To list all 
these numbers separately would require considerable time^ and then the 
record would not be as clear as that obtained by the device here used. 
The letter "a" is used to designate the coupons covered by this entry. 
This letter is then placed in each of the little squares showing the bond 
numbers of such coupons — i. e., 44, 45, 12S, 124, 125, 126, 232, 412, 413, 
414, etc. The next party presenting a bunch of coupons whose bond 
numbers are not consecutive is given the letter "b," the next "c," and so 
on. As is evident from a study of the figure, this device shows easily and 
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quickly what coupons have been paid, and who has presented any par- 
ticular coupon. In case the ledger space on the page is exhausted before 
the form for bond numbers of coupons paid is filled, the use of the latter 
is continued, only the ledger space of the next page being used. It is 
more apt to happen, however, that several pages will have to be used for 
the bond numbers of coupons paid before the ledger space of one page is 
filled. If more than 999 bonds are outstanding from which coupons are 
to be presented, of course two or more pages will have to be used for re- 
cording the bond numbers of the paid coupons. 

The use of these various ledger forms suggests again the very great 
convenience of the loose-leaf system. Under this system, whenever an ac- 
count calls for the use of any one of these forms or of any other form 
which may be suggested by the needs of the case, such form may easily 
be inserted in the ledger and the records be kept in the clearest and most 
convenient manner. The system is adaptable to any need that may arise. 
This is not true of the bound book; for while a number of different forms 
may be bound under the same cover, it is impossible to foresee just how 
many pages of each kind of form will be needed; and it is impossible to 
group them in the most convenient manner for a series of accounts. 
Moreover, at any time a new kind of account may be received which, for 
the greatest clearness and convenience, will require a kind of record dif- 
ferent from any in the book. In such a case, if the loose-leaf system i» 
used, all that is necessary is to have the printer prepare the new form, 
and insert it in the binder. Furthermore, under the loose-leaf system 
there need be carried in the ledger only such pages as are needed, while 
in a bound book there are certain to be many unused pages, and the num- 
ber of such unused pages is sure to be increased as the number of differ- 
ent forms is increased. When all of the pages of a certain form are used,, 
the book must be filed away with many pages of the other forms unused. 
This takes space in the vault and adds to the expense. 

Journals and Ledgers for the Estates Department. 

In the Estates Department, especially if the amount of business iff 
large, it is convenient, if not essential, to have record forms prepared 
especially for the kind of work handled. There is much variety in the 
forms used by different companies; and it is of course true that a com- 
pany doing only a small business in this line will find convenient the use 
of forms somewhat different from those required by larger companies. 
The chief points of excellence to be desired in a system for keeping ac- 
counts of this character are: simplicity and clearness; adaptability to 
both large and small accounts; adaptability to accounts requiring many 
sub-accounts and to those requiring but few sub-accounts; convenient ar- 
rangement for rendering statements to courts or to others directly from 
the books, without the necessity of the stenographer being furnished with 
a separate copy of the account. 
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With all these points and some others in view^ the best system of 
books for the Estates Department that the writer has seen is that de- 
scribed in connection with Figures IS, I4f, 16 and 18^ which was adopted 
by the company using it after experimenting with other forms. This 
system involves the use of a general journal^ in which is given in skeleton 
form the total transactions for the day in all trusts; individual journal 
sheets in which the transactions for each trust are entered in detail in 
chronological order; ledger sheets^ and memorandum sheets. The loose- 
leaf system is used except for the general journal. 

Figure IS shows the general journal used in this system. The size of 
each page is 15^ inches wide by 14% inches deep. This book serves the 
double purpose of furnishing a resume of the total transactions for the 
day in all the trusts that are active for the day^ and of distributing the 
items to their proper places among the general accounts with a minimum 
of labor and yet with accuracy and clearness. Reading from the center 
of the book outward on either page, the headings are: Date, Memoranda, 
Cash, Bank, Income, Principal, Individual, Unimproved Real Estate, 
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Fio. 13. — Left-Haxd Page, Gexebai. Jouekal^ Estates Depaetment. 

Improved Real Estate, Real Estate Mortgages, Land Contracts, Notes, 
Bonds, Stocks, Total; the headings, with the exception of the first two, 
corresponding to the names of the general accounts carried. This com- 
pany finds it convenient to maintain a separate cash-drawer in this de- 
partment ^ and hence the columns for both Bank and Cash. Where such 
a cash-drawer is not maintained, the Cash column would of course be un- 
necessary. In one of the columns headed Memoranda are entered simply 
the names of the trusts having transactions during the day, and opposite 
such names, in the proper columns, the debits or credits to the various ac- 
counts under each trust. In the figure, since it is necessary to show the 
form here in two parts, the names are entered in both of the Memoranda 
columns ; but in practice they need be entered but once. 

In Figure IS, the first entry shows that there was received for the 
M. N. Andrews trust, $4,829.80, which is debited to Cash (left-hand 
page). On the right-hand page, $4,500 of this amount is shown credited 
to Principal, and the balance, $329.30, to Income. In the second entry it 
is shown that there has been received for the Estate of M. J. Champion, 
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$7,500, which is debited to Cash (left-hand page)^ and credited to Im- 
proved Real Estate (right-hand page). Also, for this estate there has 
been expended $250, which is credited to Bank (right-hand page) and 
debited to Income (left-hand page). In the eighth entry it is shown 
that there has been disbursed for the Estate of D. G. Wainright the sum 
of $11,515.75, of which $3,000 is debited to Bonds, $2,000 to Real Es- 
tate Mortgages, $6,350 to Improved Real Estate, and $165.75 to Income. 
The last entry shows that of the funds received during the day, $16,000 
was deposited in the bank. The totals in the total column on either page 
represent the totals of all items on the page except the Cash and Bank 
items. The total shown on the right-hand page agrees with the footing 
of the Cash column on the left-hand page; and that on the left-hand 
page with the footing of the Bank column on the right-hand page. The 
footings of the various columns are carried forward from page to page 
for a week or for any convenient period, and are then posted to the gfen- 
eral accounts. 
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Fio. 13. — Rioht-Hand Page, Gekbkal Jouknal, Estates Depaetmekt. 



The day's work being thus summarized in the general journal, the 
work for each trust is entered in detail in the individual journal of the 
trust, the form for which is shown in Figure 14. The credit entries are 
made directly from credit tickets, and the debit entries from the stubs of 
the department check-book. This journal, it will be noted, separates en- 
tries for Income account from those for Principal account, which is a 
convenience not only in posting, but in the rendering of separate state- 
ments of the two accounts. At the left of the space headed Memoranda 
will be noticed the headings Dr. and Cr. This is a device for separating 
the descriptions of debit and credit items, the former being begun next 
to the date line, and the latter under the abbreviation, Cr. This enables 
the eye to quickly pick out the descriptions of the two classes of items. 

In Figure 15 is shown another journal form somewhat similar to 
this, but arranged in cash-book style, with receipts entered in the left- 
hand column. At the top of the first page in this journal are given 
brief memoranda regarding the trust. Concerning this see the discussion 
in connection with Figure 18. 
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Fio. 14. — Ikditidual Trust Joxjbkal, Estates Depaetmekt. 

From the Individual Journal of each trust the items are of course to 
be posted to the ledger accounts for that trust. These ledger accounts 
may include any or all of those shown in the headings of Figure 13^ or 
others not there shown. A loose-leaf binder is used^ and the account of 
each trust is indexed by tabs on the edges of the leaves. After the tab 
index for each trust is placed^ first the memorandum sheet shown in Fig- 
ure 18; next the journal sheet (Figure 14)^ and then ledger pages for as 
naany accounts as the trust may require. The form for the ledger pages 
is shown in Figure 16^ which illustrates the use of the form for the In- 
come account. The space for description of items is limited^ full descrip- 
tion having been given in the journal^ and still more detailed description 
of debit items in the vouchers. Space is provided for both debit and 
credit balances^ as the form is used for accounts, like securities accounts, 
i^rhich have debit balances, as well as for those which have credit bal- 
ances, like Principal and (usually) Income. 
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Fio. 15. — Individual Trust Journal, Estates Department. 
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Fio. 16. — LEDOzm Paoe^ Estates Depasticekt. 

In Figure 17 is shown another form for a ledger page for this work^ 
having much more room for description of items. 
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Fio. 17. — Ledgee Page, Estates Depabtment. 

Figure 18 represents a memorandum page which is inserted at the- 
beginning of the account of each trust. Its object is to place within 
convenient reach of the bookkeeper such facts as he needs for guidance^ 
in attending to various matters in connection with the trust. It is not 
intended to take the place of the Trust Register, where fuller details are 
given; nor does it take the place of the department tickler, in which are 
made memoranda of all things that will need attention in the future.. 
The entries to be made on this sheet will vary with the circumstances of' 
the trust and with the personal preferences of the head of the depart— 
ment and of the bookkeeper, for whose convenience it is chiefly designed. 
In Figure 15 have been shown the memoranda used by another company^ 
for a particular kind of trust. 

As already noted, some companies prefer to keep their Trust Register- 
leaves bound in the Trust Ledger, such leaves being inserted at the be- 
ginning of the account of each trust, so that all records pertaining to a 
given trust are kept together. The forms shown in Figures 2 and 4- 
are adapted to such use.'^ 



71 See pp. 177 and 179. 
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Fio. 18. — Memorakdum Sheet for EfTAXEs Depabtmext Ledose. 

Some companies insert at the beginning of the aocomit of each trust 
an inventory sheets showing the total principal at the time the trust was 
received^ and the changes made in same. Figure 19 shows such a sheet 
used by the same company (in New York) that uses the form shown in 
Figure 17. 
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Fio. 19. — Iktsntoey Sheet^ Page 1. 



The inventory shows a balance of $35^450 in Bonds and Mortgages^ 
$7,200 in Real Estate^ and $44^350 in Securities. The total inventory 
being $89,168.69, the Principal account should show a balance of 
$2,168.69 Cash Principal. Such an inventory ought, of course, to be 
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made somewhere in the records. It may be in sach an inventory sheet 
as here shown; or in the trust register; or in the regular ledger account 
of the trost, as shown in Figure 22. 

The opinion has already be^ expressed that the general plan just 
outlined for the handling of estates department accounts is the best one. 
There are those, however^ who prefer other styles of records; and in 
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Fio. 19. — IxvEXTOtY Sheet, Page 2. 

Figures 20 and 21 are shown other styles of ledger sheets^ and in Figure 
22, the combined journal and ledger form given in the Book of Forms 
issued by the Trust Company Section of the American Bankers' Associa- 
tion. In the ledger form shown in Figure 20, provision is made for 
separate accounts of Capital (or Principal) and Income, and balance 
columns for each are provided. The first page under th^ account of 
each trust in this ledger is a memorandum page, the information called 
for being shown by the following headings: Brief of Terms of Trust, 

Union Trust and Storage Company. 



Fio. 90. — ^Trust Ledoee, Estates Depaetmsvt. 



Date of Receipt of Trust, Amount of Commission, Character of Funds 
Received, Income, When to be Paid, Income Payable to, and History. 
The ledger form shown in Figure 21 provides for separate accounts of 
Principal, Income and Trust Investments. It does not have balance 
columns — a serious defect. The obvious objection to these two forms. 
Figures 20 and 21, is that no provision is made for the keeping of more 



Digitized by 



Google 



FORMS FOR TRUST DEPARTMENT. 



197 



than two or three accounts under each trust; whereas it is usually con- 
venient, and sometimes imperative, that a number of other accounts, such 
as those shown in the headings of Figure 13, be kept. 

Of quite a different character than any of the ledger forms thus far 
given is that shown in Figure 2^, which is both a journal and a ledger. 
It is necessary to show the form here in two parts, the two parts together 
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Fio. 91. — Trust Leooer^ Estates Department. 

representing the open book as it lies before the bookkeeper. This form 
has some distinct advantages and some distinct disadvantages. The ad- 
vantages are most apparent to the bookkeeper who handles the book 
daily and is thoroughly familiar with its every detail; the disadvantages^ 
to the officer or other employee who is not familiar with the book from 
daily u«age, and wishes to get some information in a hurry when the 
bookkeeper is out for lunch. Combining as it does the journal and 
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Fio. ^. — Left-Hand Page, Combined Journal and Ledger Estates Department. 



ledger, all posting is done away with, except for such sub-accounts as it 
may seem wise to carry. The record of transactions in all the different 
accounts is kept in chronological order, and in rendering reports the 
stenographer has but to copy the record as it stands. The entries 
for any account may be easily found. On the other hand, the absence 
of balance columns, except for Cash, is a serious objection. The bal- 
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ances may be found by simple subtraction if the footings are always 
up to date; but they are apt not to be so. Another objection to the 
form is the fact that other accounts than those given may be called 
for, and there is no way of keeping them except as sub-accounts. 

Most of the entries shown in the figure are self-explanatory. For 
each item there is both a debit and a credit entry, and the accounts 
as a whole must always be in balance' if the work is properly done. 
The check columns for Individuals, for Interest, Rents and other forms 
of Income, and those after the columns headed "Personal Property," 
may be used either for postings to sub-accounts or as a means of pick- 
ing out the entries for the particular classes of items, or for both pur- 
poses. The Principal account shows the total Principal at any time, 
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Fio. 22. — Right-Haxd Page, Combtned Trust Journai. axd Ledger, Estates 

Department. 



including both Cash and Investments. The cash Principal may be 
found by subtracting from the balance of the Principal account the total 
of balances under the four accounts preceding; or by subtracting from 
the balance of Cash account the balance of Income account; and it may 
be proved by combining the two operations. Some companies prefer to 
carry only Cash Principal in the Principal account. 

The figure illustrates the plan of entering the complete inventory 
of an estate, at the time the property is received, in the ledger. This 
plan is an excellent safeguard against overlooking any item of the 
estate, as every item credited to Principal in the ledger must be ac- 
counted for. Items of uncertain value may be entered here at the 
nominal appraisal of one dollar, as shown in the figure. Whether this 
plan of entering the whole inventory in the ledger is better than that 
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DAILY TICKLER. 
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Fio. 23. — Tickler. 

of confining ledger entries strictly to cash transactions and keeping 
the inventory elsewhere, is a matter upon which opinions differ; and 
there is good authority for either course. There is also a difference of 
opinion as to whether securities of various kinds that are included in 
the inventory of an estate ought to be carried at an appraisal based 
on their market value or at their par value. There are arguments for 
and against either course, and the question is not always an easy one to 
decide. 



Sundry Forms for the Corporations Division, Trust Department. 

In addition to the forms for the record of transactions . involving 
cash, the trust department has need of numerous other forms and rec- 
ords. Of great importance is the Tickler of this department, upon 
which a memorandum is made of every matter that will require atten- 
tion at any future time. It is not safe to leave wholly to the memory 
of any individual or individuals the responsibility of attending to any 
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Fio. 24. — Tickler Cabd for General Use. 
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of the details of business so important. Aside from the fact that mem- 
ory is not always reliable, especially when the number of details is 
large, is the fact that the man upon whose memory depends attention 
to any matter may be away or sick or dead when the time comes for 
such attention. The only safe plan is to have a tickler entry made of 
every matter that must be attended to, including those which recur at 
regular intervals. The form of the Tickler is not of prime importance, 
so long as it serves the purpose of a reminder of the business to be 
done at the time it is to be done; but the Tickler entries ought to be 
plain enough to be understood by others than the one who makes the 
entries. 

The responsibility of seeing that the business called for each day 
by the Tickler is attended to should rest upon one man, who will of 
course distribute memoranda to other workers as the circumstances re- 
quire. 
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Fio. l?5.^TiCKLEB Cahd. 

For those who prefer a Tickler in book form, that given in the Book 
of Forms issued by the Trust Company Section of the American Bank- 
ers' Association is good. It is shown in Figure 28. The book may be 
either bound or made on the loose-leaf plan. If bound it is made to 
last one year, one leaf for a day, and is Indexed for months and days. 
If made on the loose-leaf plan, it may be indexed for years as well 
as for months and days, space for new leaves when needed being found 
by removing dead matter. 

The use of cards instead of books for Ticklers is rapidly growing. 
The cards are placed in a case which fits into a cabinet in the vaults 
and is brought out each morning. It is provided with index cards for 
years, months and days. The case may be provided with a locking 
device to prevent the cards from slipping out accidentally c>r in the 
event of the case being overturned. 
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The card form of Tickler has many important advantages over the 
book form^ among which are these: 

For matters requiring attention at regular intervals (monthly^ quar- 
terly, semi-annually, etc.), but one card need be used for each item. 
When the business is adjusted for one period, the card is moved for- 
ward to the next period. Where a book is used, separate entries of the 
memorandum must be made for all of the periods, which in the case 
of a monthly item would mean twelve entries each year for perhaps a 
number of years. If it be urged against the card plan that the clerk 
entrusted with the duty may neglect to forward the card, or may mis- 
place it, it may be urged that he may also neglect to write the memo- 
randum in each of a number of necessary places in a book Tickler, or 
may write it in the wrong place. 
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Fio. 26.— Tic*iLER Cabd.. 



Where preliminary attention is to be given a matter some days or 
weeks before final attention is called for, the card is placed under the 
first date, and when attended to is moved to the second date. Thus, 
an item due on the 20th of the month may require notification on the 
6th. 

Where an item of business called for by the Tickler of today is for 
any reason not completed, it is only necessary to move the card forward 
to the next day in the Tickler, instead of writing a new entry in a 
book. 

In trust work, items often need to be "tickled" years in advance. 
This is done easily with a card Tickler, less easily with a loose-leaf 
book; and is practically impossible with a bound book, without a separate 
book for each year, requiring a number of volumes on hand. 

With the card system each item or group of items may have a sepa- 
rate card, which is a great advantage over the book system, where sev- 
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Fig. 97. — Receipt vxmi Stock Left fob Teaksfsb* 

eral dozen items occur on one page. There is much less lialnlity of 
overlooking any item where each has a separate card than where there 
are a number of items on a pagc^ some of which may be "dead" items. 

The card Tickler is expansive. If a day's work involves need for 
two or three hundred items^ the card-case will hold the cards. If a 
day occurs on which but one item is to be ticklerized, but one card need 
be inserted. 

The most obvious objection to the card Tickler is the possibility 
that a card may be lost. The possibility of such a thing can hardly be 
denied; but its danger is often overestimated. The best testimony to 
the safety of the system is the fact that many companies which have 
used the card system for years have found it safe^ and are wedded to 
the system. 

In Figure 24 is shown a Tickler card for general use. It has no 
printing — simply lines for writings as the character of the memoranda 
to be made varies so greatly that printed headings are not useful. 
There are certain classes of items, however, that recur so frequently 
that special forms may be desirable. Figures 25 and 26 illustrate two 
such forms, that shown in Figure 25 being for Coupons Due, and that 
shown in Figure 26 for Insurance Expirations. 
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Fio. 98. — Receipt poe Stock Left foe Teaksfee. 
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Forms for the Transfer of Stock. 

When a stock certificate is brought to a transfer agent for transfer, 
a receipt for same is given to the person who brings it. Figures 27j 
28 and 29 show different forms for this receipt. The receipt shown 
in Figure 27 is provided with a stub. In the use of the two others, a 
copy is made by means of a carbon sheet, the copy being taken on 
paper of a different color from the original. These receipts are for 
temporary use only, and are to be surrendered when the new certificate 
is delivered. The new owner of the stock is then to sign the receipt on 

No. 720 OEPOS'TEO ^^^ TRANSFER WITH 

^be Clevelanb ^tust Co. 

Stock o^^. ^JUJrrv^'^^f^^jh:^ Q». 

Sbe Clevelant) VLxxsX Co.. 






NOTICE :~0«liv«ry will b« made to iMtrer only upon 
return of this receipt with the attached ttub properly 
tiirned by the depositor 



720 



No. •^'^ 190_ 

RacdSvMl of TEbe CleveUnO ZVOAX CO. Sham 



^Stock of . 



Ai NtPRtetMTco ev csermoATi. 

No SKi._-. No. Sh«. _ 

Na Sht., Na Sht. , 

^i^n^H ■ — ■ . ■ 



Address. 



Fio. 29. — Receipt for Stock Left for Transfer. 

the stub of the certificate book. It very often happens^ however, that 
the owner does not himself come for the certificate, but sends a mes- 
senger. In such case, the messenger's receipt is taken, and with the 
certificate is sent a receipt to be signed by the owner. Forms for this 
receipt are shown in Figures 30 and 31. It is preferably of small size, 
not over four by two or three inches, as it must be pasted on the stub 
of the certificate book. This transaction is evidently open to the ob- 
jection that the messenger sent for the stock may be irresponsible or 
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not well known to the company which acts as transfer agent^ and the 
company may hesitate or refuse to entrust to him the certificates rep- 
resenting great value. The form of receipt shown in Figure 29 is de- 
signed to meet this difficulty. To the receipt from the transfer agent 
is attached a stub containing a receipt which is to be signed by the owner 
of the stock or by some person known to the transfer agent as being 
responsible; and without such signature the new certificate will not be 
delivered. This plan protects the transfer agent and works no incon- 
venience to the owner of the stock. The receipt shown in Figure 28 
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Fio. SO. — Receipt from Owner of Stock. 

has a good point in the wording at the bottom — "Reissue of above stock 
will be delivered to bearer^ or original stock returned if transfer can not 
be effected, only on surrender of this receipt." It sometimes occurs 
that the transfer can not be effected, and in such case it is well that 
the transfer agent should not appear to be committed to the duty of 
making the transfer. 
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New York, l^ li9^^ 



Received from the BOWLING GREEN TRUST COMPANY, the 
following certificate of stock of th^ zUodrir^^cyTKjSl^ ^. 
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Fio. si. — Receipt from Owkee op Stock. 
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The transfer clerk now cancels the certificate handed in for transfer, 
after satisfying himself that the transfer is properly authorised, issues 
a new certificate or certificates, and makes the proper entries on the 
Stock Transfer Book, a common form of which is shown in Figure 82, 
Some comi)anies have this book bound in permanent form with an index 
either in the book or in separate form. Others use the loose-leaf plan, 
which is better, the index being in the shape of tabs on the edges of 
the leaves. The record of transfers for any number of companies — ^up 
to the capacity of the binder — are thus kept under one cover. But the 
plan is sometimes followed of having a separate Stock Transfer Book 
for the stock of each concern for whom the company acts as transfer 
agent. The general form for the pages in such case does not differ 
materially from that shown in the figure. 

Figure 32 illustrates a customary way of making the transfer en- 
tries. The first entry shows the cancellation of certificate No. 619 for 
fifty shares in the name of John Doe, and the issuance of certificate 
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Fio. 39. — Stock Teaxbfer Book. 



No. ^211 for the same number of shares in the name of Richard Doe. 
The record of the new certificates is entered opposite that of the old one 
cancelled. . The second entry shows the cancellation of a certificate for 
100 shares, and the issuance of two new certificates for fifty shares 
each. The third entry shows the cancellation of three certificates for 
a total of 100 shares, and the issuance of one certificate for the 100 
shares. The fourth entry is a little more intricate. Certificates for ten 
and twenty-five shares, respectively, are cancelled; the ten shares and 
twenty of the twenty-five shares are transferred to a new certificate for 
thirty shares. The remaining five shares are added to the twenty-five 
shares of the next certificate cancelled, and issued in a new certificate 
for thirty shares. The effort is to keep the record of certificates issued 
opposite that of the cancelled certificates from which the shares are 
transferred, so that the source of each certificate may be plainly shown. 
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Fio. 33. — Transfee REOiSTEa. 

The printed heading at the top of the page reads as follows: "The 
undersigned; owners and holders of the stock of the above-mentioned 
company^ for value received, do hereby, by our respective attorneys 
duly appointed, respectively assign said shares of such capital stock 
in the manner set forth below." The actual attorney for the transfer 
in each case is the clerk who does the work, and who signs his name in 
the space headed "Attorney for Transfer," opposite the entry of eacK 
transfer. 

The transfer books used by various companies show some slight 
changes from this form. Some omit the column for the "Date of Old 
Certificate," since such date may be easily found if wanted, by turning 
back in the Register to the place where the issue of the certificate is 
recorded in numerical order. Some omit the column "Date Registered.** 
Some add, at the right of the page, a column for the addresses of the 
persons in whose names the new certificates are issued; but it is more 
common to enter these -addresses on the stubs of the certificate book^ 
whence they are copied into the ledger. There is a difference of opinion 
as to whether the form of assignment at the top of the page, and the 
signature of the clerk who acts as attorney for the transfers, really 
add anything in the way of legal safeguard. 
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Fio. 35. — Stojx Ledoee. 



In Figure SS is given a form of stock transfer book which is recom- 
mended o\^T the preceding form by the committee which compiled the 
Book of Forms issued by the Trust Company Section of the American 
Bankers' Association. The book is made with four blanks to a page, 
each form to be numbered, from 1 upward. 

The form used by a Registrar to register transfers of stock is very 
similar to the Stock Transfer Book, as will be seen by an examination 
of Figure 84, which shows a usual form of Register. With the ex- 
ception of the dates of the old certificates (which some companies omit) 
and the signatures of the attorney for transfer, the entries in Figure 
32 are reproduced in Figure 34. In the last colunm in Figure 34, headed 
"Date of Cancellation," is entered opposite each certificate the date 
when it is cancelled — if it is cancelled. Some Registrars, however, pre- 
fer to keep a stock ledger just as the Transfer Agent does. In such 
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Fio. 36.— Stock Ledoeb. 
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case, the column for "Date of Cancellation" is not needed^ and is omitted 
on the Register. The essential fmiction of the Registrar being to see 
that there is no over-issue of stocky it is important that the footings of 
the columns headed ^'Shares" be well kept np^ and that the diiference 
between the footings be never greater than the number of shares of 
the stock that should be outstanding. After the full amount of the 
stock has once been issued — as is supposed to be the case in the figure^ 
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Fig. 37. — Stock Ledgeh. 



50,000 shares being outstanding — over-issue may of course be guarded 
against by the balancing of the debits and credits of each transfer, as 
explained under Figure 82. 

It will be seen that the Stock Transfer Book is of the nature of a 
journal, giving an account of the changes in the ownership of the shares 
of stock. As the Transfer Agent must be in position to know at any 
time the present owners of the stock, and the exact number of shares 
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owned by each, it is necessary to keep a stock ledger, four different 
forms of which are shown in Figures 95, 36, 37 and SS. The forms 
shown in Figures 85 and 36 are used in bound books, each corporation 
having a separate book. That shown in Figure 37 is made on the loose- 
leaf plan. That in Figure 38 is a card ledger form. These forms, all 
of which are in actual use today, illustrate the different methods of 
different companies. Two of the forms provide for information as to 
the person from whom shares are transferred and as to the person to 
whom they are transferred. The other forms leave this information to 
be obtained when wanted from the Stock Transfer Book. Two of the 
forms provide for balance columns, which is a great convenience. In 
the use of the card form. Figure 38, a case is provided for the ledger 
cards of each trust, with index cards, and the accounts of shareholders 
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Fio. 38. — Stock Ledoeb (Cabo). 



are thus kept in alphabetical order, a thing which can be done only ap- 
proximately in bound ledgers. Figure 35 provides for four accounts 
on each page; Figure 36 for but one account. Four accounts may be 
carried in Figure 37, er the whole page may be used for one or two 
accounts, as circumstances require. In the card form. Figure 38, there 
is of course one account to a card, and a second card may be added 
when needed. The use of the card form is growing rapidly. The book 
form shown in Figure 35 has been widely used in New York and else- 
where. 

In the handling of a trust in which the company acts as trustee 
under a bond issue, the first entries are made, as already stated, in the 
Trust Register, such entries giving an outline of the provisions contained 
in the deed of trust. The next entries that need to be made are in the 
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Fig. 39. — ^Bokd Register, First Page. 

Tickler — memoranda of interest periods^ due dates of the bonds^ sinking 
fund payments^ date of record of chattel mortgages^ if any, and memo- 
randa of miscellaneous provisions to be attended to periodically. When 
the bonds arc engraved and duly signed by the proper officers of the 
company issuing them, they are turned over to the trust company which 
acts as trustee, and record of their receipt is then made in the Bond 
Register, a form of which is shown in Figures 39 and 40. At the top 
of the first page (Figure 39) is given certain general information re- 
garding the bond issue. Under the heading "Bonds Received," a record 
is made of the bonds turned over to the trustee. As the bonds are au- 
thenticated by the trustee and delivered on order of the issuing com- 
pany, record of such deliveries is made under the heading "Bonds 
Delivered;*' and the last column on the page shows the total number 
of bonds outstanding at any time. When, in the course of time, any of 
the bonds are retired, record is made under the heading "Bonds Re- 
tired," and the amount of bonds retired is deducted from the last bal- 
ance shown in the column headed "Bonds Outstanding." Thus, in 
Figure 39, prior to the retirement of $10,000 bonds on September 1, 
1905, the balance of bonds outstanding is shown to be $1,350,000. 
By the retirement of the $10,000 bonds, the total outstanding is reduced 
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Fig. 40. — Bond Register, Second Page. 
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to $1,340,000. This record provides the data from which may be learned 
the serial numbers and denominations of all bonds outstanding at any 
time and of the bonds remaining unauthenticated in the hands of the 
trustee. At the left-hand lower corner of the page (not shown in the 
figure), space is provided for the record of bonds cremated, if any. 
The advisability of cremating (or burning) retired bonds under any 
circumstances is a matter of dispute. If done at all, it is -done in the 
presence of officers of the issuing company and of the trustee company, 
nil of whom sign in duplicate a "Cremation Certificate," their signatures 
being duly witnessed. The Cremation Certificate reads as. follows : "This 
is to certify that we, the undersigned, have this day, in the presence 
of each othei, destroj'cd the following-described securities by burning 
the same to ashes, viz." Thereafter follows a detailed description of 
the securities burned. 

It often happens that there are other bonds underlying a given 
issue of bonds, and in this form of Bond Register the rtivcrse side 
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Fio. 41. — Bond Register. 



of the leaf, shown in Figure 40, is arranged for the records of the 
underlying bonds, if any. The entries show that at the time of the issue 
of the $2,000,000 bonds of the Inter-Urban Traction Company there 
were outstanding two series of underlying bonds, amounting to $iOO,000 
and $2.'50,000, respectively. As these underlying bonds arc retired, 
record is made in the spaces shown. This book is made on the loose- 
lenf plan. 

Figure 41 shows another form of Bond Register, used by an co stern 
company. The chief difference between this and the form shown in 
Figure 39 is that in this form provision is made for the record of bonds 
certified, in addition to the record of bonds delivered. This form could 
be improved by the addition of a column showing the amount of bonds 
cutstanding, although such balance may of course be figured from the 
data given. This form is made up in a permanently bound book, and 
the opposite folio, which has a simple record journal ruling, is used for 
memoranda of bonds retired and of any other matters of importance 
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Fig. 4t2. — Bond REGiSTsa with Absteact of Trust Deed. 

affecting the account. The same form may of course be adapted to 
use in a loose-leaf binder. 

Figure 42 shows a form of Bond Register which includes space for 
an abstract of the trust deed under which the bonds are issued. With 
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Fig. 43. — Memobakdum Card for Packages of Bonds. 

some slight changes in the wording at the left of the page^ this is the 
form given in the Book of Forms issued by the Trust Company Section 
of the American Bankers' Association. At the bottom of the page (not 
shown in the figure), provision is made for a record of the names of th« 
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officers who executed the deed of trust for the mortgagor company and 
for the trust company, and for the date when all bonds are reported 
redeemed. The right half of the page calls for about the same infor- 
mation as that called for in Figure 41. 

Before certifying and delivering bonds, the trust company must of 
course be certain that everything necessary has been attended to. A 
convenient way of handling the work is to have the bonds done up 
in packages, and a card like that shown in Figure 48 attached to each 
package. Before the package is tied up, trusted clerks examine the 
bonds for particular features and certify to their correctness by placing 
their initials on the card as shown in the figure. Thus, "R. M. S." has 
satisfied himself by examination of the bonds that the signature of 
the proper officer of the corporation and the seal of the corporation 
appear on each bond, and that the bonds and coupons arc consecutively 
munbered as stated on the card. "A. K. R." has examined the bonds 
and found that the certificate of the trust company as trustee has been 
signed on each bond and that the count of 100 bonds in the package 
is correct. 
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Fio. 44. — REQUinTiOK for Bokds. 

Some companies have a blank Requisition for Bonds^ which the cor- 
poration issuing the bonds is expected to fill out and hand to the trust 
company when it desires some of its bonds authenticated and delivered. 
A form for such a requisition is shown in Figure 44. This matter is, 
however, often attended to by letter or even by telephone, and in any 
event, the bonds are of course delivered in accordance with the pro- 
visions of the deed of trust. When the bonds are delivered, the trust 
company takes a receipt for them, in a form like that shown in Figure 
45. 

With reference to the matter of the payee, bonds are either reg- 
istered or coupon bonds. Registered bonds, strictly so-called, are rarely 
issued in this country, except by the National Government. Coupon 
bonds, both principal and interest, are payable to bearer; but provision 
is usually made for the registering of such bonds as to principal or 
interest, or both, at the option of the holder. The trust company, acting 
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Received, New Yortc... .Sjiuf^>. I 190^. nromthe 

tmiUlfiGGKEES TRUST CO.. New York. Trustee, _ .>^.9P Bonds of 

.^M^. /^<^^ . .„ _,.^. 

$IOrO:(>!r'^.^^..^each, Nos.-_ /.^...^.......io.^.'^P^^ inclusive, duly 
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Fio. 45. — Receipt for Bonds. 



as trustee under bond Issues, must therefore keep a Record of Bonds 
Registered, a common form of which is shown in Figure 46. Other 
forms of this record provide a separate cohimn for the address of the 
payee, and some provide a column for the name of the officer of the 
trust company by whom the bonds were registered. If the bonds are 
registered bonds, the bond numbers should appear in the record in 
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Fio. 46. — Record of Bovros Registered. 

consecutive order; but if coupon bonds, only a few of which may be 
registered, such order is not important. The book should be made on 
the loose-leaf plan, to avoid waste of space where only a few bonds of 
a given issue are registered. 

Figure 47 represents a card form for a Record of Bonds Registered. 
The cards are kept in a case, an index card for each corporation whose 
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Fio. 47. — Record of Bonds Registered. 
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Fio. 48. — CoupoK Rbcoro. 

bonds are registered })emg provided. After the index card are inserted 
the individual cards in alphabetical order of the names of the holders. 
This form has the advantage of showing both the transferer and the 
transferee of the bonds. 

In the handling of coupon bonds the trust company is called upon 
to act as agent for the payment of coupons as they mature^ and there* 
fore has need of a coupon record, a form of which is shown in Figure 
48. In Figure 12 has been shown a form combining a coupon record 
with a coupon ledger account. As there stated, the combining of the 
two records is a great convenience and time-saver. Many companies, 
however, keep the two records separately. It will be seen that the form 
for the record of bond numbers of coupons paid at the right of Figure 
48 is identical with form at the right of Figure 12, and its use has 
there been explained. It need be added here only that the use of this 
form is a decided protection against forgeries, as it shows at a glance 
whether the coupon from a given-numbered bond has been paid. The 
balance of Figure 48 is self-explanatory. It is not always possible to 
learn the name of the owner of the coupons presented, especially when 
a large number of coupons comes through another bank, but it is of 
advantage when possible. Although coupons are payable to bearer, 
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many companies make an effort to learn the name of the person who 
presents coupons for payment at the counter. 

It is often of great advantage for the trust company to have a 
L'st, even if not complete, of the holders of the securities. If a refund- 
ing plan is to be carried out^ or when under the sinking fund pro- 
visions^ the funds held are to be used for the retirement of bonds at 
certain periods, if a list is at hand, the trustee may communicate direct 

TRUST DEPARTMENT. ^ 
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Fio. 50. — CoupoK ExcLosuBE Form akd Receipt. 
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with the holders of the bonds^ instead of relying upon advertisements. 
If such a list of holders is obtained^ however^ it must^ of course be used 
with extreme care. 

Figure 49 shows another form of Coupon Record, which differs from 
that shown in Figure 48 chiefly in the manner of recording the bond 
numbers of coupons paid. This form shows more clearly the coupons 
presented by each customer, but makes it much more difficult to learn 
whether a given coupon has been presented. 
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FiG. 51. — Coupon Ekclosxtbe Form akd Receipt. 



At convenient intervals, or upon the request of the corporation issu- 
ing the bonds, the coupon clerk returns the paid coupons (which have 
been cancelled as paid). Trust companies usually have a printed form 
for such remittance, consisting of a letter notifying the corporation of 
the remittance, accompanied by a receipt to be returned to the trust 
company. Two such forms, which explain themselves, are shown in 
Figures 50 and 51. The form shown in Figure 51 is of advantage where 
coupons of different denominations or of different numbers are to be 
sent in the same letter, as often happens. 
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A trust company needs some means of keeping record of the fees 
charged to and paid bv its customers in the Corporations Division of 
the trust department. In the Estates Division of the trust department^ 
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Fio. 59. — Fee Ledger. 



fees are usually charged on the regular accounts. Figure 52 shows a 
form of Fee Ledger. This is a card ledger^ the cards being kept in 
a case^ arranged alphabetically with index cards. 
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Fio. 53. — Riooio of Ikoomino Mail akd Express. 

The record of registered mail and express received by and sent from 
a trust company concerns all departments of the institution; but the 
trust department is so much concerned with the record that it seems 
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Fio 54. — Rbooio of Outooiko Registered Mail and Express. 

best to include this form here. Figure 5S shows a form for the record 
of incoming packages^ and Figure 54 a form for outgoing packages. 
These records are very valuable if not indispensable. 
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« 
Sundry Forms for the Estates Division of the Trust Department^ 

For the Tickler of this division of the trust department^ the variooB 
forms already shown ^^ are adapted^ the card forms being the most con- 
venient. Other cards may easily be added^ suited to special needs. Fig- 
ure 55 shows a form that is in use, and is very convenient for tickling 
items of income regularly recurring, and for other uses. The arrange- 
ment for dates at the top of the card saves much time and writing. 
Where an item is to be attended to on the first of each month, for ex- 
ample, the figure 1 is inserted under the name of each month; after the 
item has been attended to for one month, the card is moved forward in 
the tickler case to the next month. 

An important form is the Record of Securities held in the various 
trusts. Figure 56 shows, with some slight changes, the form for this 
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Trust Investment Income. 

Fio. 55. — Tickles Card. 
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record given in the Book of Forms of the Trust Company Section of the 
American Bankers' Association. One double page, or more if necessary, 
is devoted to the securities of each trust. This book is designed to serve 
as the ledger for the securities account, in the space provided at the 
right-hand side of the form. Certain memoranda are called for at the 
top of the form that are usually included either in the trust register or 
in the memorandum page at the beginning of the account for each trust 
in the Trust Ledger. They are not needed in all of these records, and 
will naturally be omitted here if given elsewhere. The size of the pages 
is 21% by 18 inches. The book is provided with an index at the front; 
or a separate index may be used. 

Many companies keep the Record of Securities in card form. Figures 
57 9 58, 59 and 60 show the set of card forms used for this purpose by 



72 Figures 23-26 inclusive. 
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Fig. 57. — Card Record or Securities — Bonds. 
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Fio. 58. — Card Record of SECURiriEa — Stock. 
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Fio. 59. — Card Record of Securities — Real Estate Loans. 
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Fig. 60. — Card Record of Securities — Notes, Etc. 
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Fio. 61. — Card Record of Securities — Bonds or Stock. 
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Fio. 62. — Card Record of Securities — Real Estate Loans. 

one large company having many estates in charge. The first three of 
these forms explain themselves. The fourth^ shown in Figure 60^ is used 
for the record of any securities other than bonds^ stocks or real estate 
loans. For example, estates are often received in trust which are the 
owners of unsecured notes, or of time loans secured by collateral. The 
size of the cards is 8 by 6^2 inches. They are contained in a case which 
is provided with index cards bearing the names of the different trusts, ar- 
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Fig. 63. — Record op Interest on Loans. 
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ranged in alphabetical order. They may, of course, be arranged numer- 
ically by the numbers of the trusts if preferred. In Figure 61 is shown 
another card form designed to serve for the record of either bonds or 
stocks; and Figure 62 gives another form for the record of real estate 
loans. The back of these cards contains a form for the record of interest 
or dividends, that for interest being shown in Figure 63. 




Fio. 64. — Index to Securities Heij) ix Tsubt. 
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Fio. 65. — Line Ledger or Securities Held in Trust. 
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Fig. &6, — Record of Securities — Mortgage Loans. 
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These records give complete lists of all the securities held in each 
trusty but in order to know the amount of any given security held in all 
the trusts in the department, it is necessary to provide another record in- 
dexed according to the securities. Figure 64 shows an index card for 
such use. Its use is merely to serve as an index to show what trusts hold 
Any given security, and how much of it they hold. The total amount of 
the security held by all the trusts must, of course, be found by adding 
the amounts on the several cards filed after the index card for the se- 
curity. Some companies keep a regular line ledger for securities held in 
trust, a loose-leaf form for which is shown in Figure 65. 

Loose-leaf Records of Securities are used by some companies, and 
Figures 66 and 67 show the first and second pages respectively of a form 
for the record of mortgage loans used by a New York company. This 
record permits of more detailed information than is usually given in a 
card system. 










~1I If— 



Fio. 67. — Revbise Side of Leaf Showx ik Fio. %%. 

Usage seems to vary greatly in the matter of record of real estate 
held in trust. Some companies depend for a complete record of such real 
estate upon the rent book and the tax book — in addition, of course, to 
the original entries in the Trust Register and in the ledger accounts of 
the trusts concerned. Other companies add a complete list, in separate 
form, of such real estate. Figure 68, (page 219) shows the form of Real 
Estate Record given in the Book of Forms of the Trust Company Sec- 
tion of the American Bankers' Association. The book is provided with 
an index in front. 

Figure 69 shows a card record for real estate, giving about the same 
information as that given in Figure 68, and adding a plat of the prop- 
erty. Additional information, if desired, may be put on the back of the 
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card. These cards may either be grouped according to the trusts own- 
ing the property^ or be arranged alphabetically according to streets. If 
the former plan is adopted^ an index by streets will be needed to make 
the record complete; and if the latter plan be followed^ an index by 
trusts owning the property should be added. 

The form for the Record of Rents reconmiended in the Book of 
Forms of the Trust Company Section of the American Bankers' Asso- 
ciation is given in Figure 70. This is made up as a loose-leaf hooky the 
pages being arranged niunerically as to trusts and alphabetically as to 
tenants in each trust. Another form of Rent Book is shown in Figure 71, 
in which provision is made for the record of expenses on the premises 
rented. Some companies elaborate the records in the rent book still 
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Fio. 69. — Card Real Estatb Ricobo. 

further^ showing expenses in two columns, headed "Repairs" and "Sun- 
dry," and also providing a column for the record of sundry receipts, 
such as repayments of water rents, etc. Figure 72 shows a rent record in 
card form, the cards being five inches wide by eight inches long. 

Companies handling a number of trusts which are the owners of real 
estate are of course compcUed to look after a great many fire insurance 
policies, seeing that all buildings are covered by sufficient insurance, and 
that policies are renewed in due season. For proper attention to the 
matter of renewals, reliance is, of course, placed upon the Tickler. Some 
companies file insurance expiration cards in the general Tickler of the 
Department, while others maintain a special Tickler for insurance ex- 

16 
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RECORD or RENTS. 
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Fio. 70.— Rent Book. 



pirations. Figure 73 shows the form of a card used for such a special 
Tickler. This also serves as a complete list of all insurance carried in 
the department. Some companies keep in book form a complete insur- 
ance record^ and Figure 74, (page 219) shows a form based on that given 
in the Book of Forms of the Trust Company Section of the Americaik 
Bankers' Association. 






,.ui?!L.u)..y.i^ 





mCtastua^' 



TkimpaUtOr. 



(/llO'^»C 



m± 



J^M 



!M2S. 



^^Ij^r^ 



^rmruAJ 



2Lk^ 



^ 



I fn-Hk.l 



^ 



i2^ 



"^^t mJu^I 



.^ 



3^ 



.22 



J--' ■ ■ J-^ 



u^ 



^ 






Fio. 71. — Reitt Book. 
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Fio. 79. — Rent Recgro in Card Form. 

The exact form of the Tax Book — in which property upon which the 
trust company is to pay taxes as agent or trustee or in other capacities 
is listed — ^will vary according to local conditions. The forms given here- 
with are adapted to use in the State of Ohio. Figure 75 shows a form 
for the record of taxes on city property. The record covers two pages, 
the second page shown in the figure being opposite the first. The same is 
true of the record of taxes on out-of-town property, the two pages of 
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Fio. 73: — Insurance Tickler. 

which are shown in Figure 76. Figure 77 shows a form for record of 
taxes on personal property, and Figure 78 a form for the record of water 
rents. These forms should all be used under one cover, either perma- 
nently bound or in loose-leaf form. 

Trust companies doing a considerable probate business, especially if 
they are called upon to administer large estates^ find it desirable to keep 
a Probate Claim Docket, the standard form of which is shown in Figure 
79. This may be used either in a permanently bound book or in a loose- 
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City Property. 
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City Property. 
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Fio. 75. — ^Tax-Book (Citt Propeitt), Left-Hakd Page. 
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Fig. 76.— Tax-Book (Out-op-Towx Profeett), LBfT-HAin) Page. 

Out of Town Property. 
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Fig. 76. — Tax-Book (Oxnw)F-Toinr Propbstt), Right-Hakd Page. 
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Fio. 77. — ^Tax-Book (PEsaoNAL Peopeett). 
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Fig. 78.--Tax-Book (Water Taxes). 
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leaf binder. This form provides for a complete list of all claims pre- 
sented against each estate, with all necessary details regarding each 
claim. Attention has already been called^ in Figure 6, to the Probate 
Settlement Docket, also used by some companies. 

For every payment made by a trust company in behalf of any of its 
trusts, it is of course imperative that a voucher be obtained. In the 
handling of many trusts, such as that of executor, a voucher for every 
item of expenditure must be filed with the court at the times when re- 
ports are submitted to the court. Because of this fact, some companies 
deem it advisable to obtain for each expenditure two vouchers, one marked 
"original" and the other "duplicate;" the former is to be filed with the 
court, and the latter to be retained by the company. 
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Fio. 79. — Probate Claim Docket. 



Figure 80 shows a common form of voucher. Before payment of the 
bill described, the voucher is marked "correct" by the bookkeeper, and 
"approved for payment" by the Trust Officer. The size of this voucher 
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Fio. 80.— Vouchee. 
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i« 8% by 7 inches. It is intended to be folded once, crosswise, so that 
when filed away the information given on the back, shown in Figure 81, 
may be easily read. The vouchers for each trust are numbered con- 
secutively as issued. For keeping track of the proper numbers to be given 
to vouchers as issued, a convenient device is to have on large card-boards, 
or pasted on the covers of the department check-book, a list of the dif- 
ferent trusts in alphabetical order^ the name of each trust being followed 
by a list of numbers succeeding those of the current voucher numbers. 
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Fig. 81. — Back of Voucher. 



As each number is issued, the number given it is scratched off the list of 
numbers ; so that the correct number for the next voucher issued is readily 
seen without the trouble of referring to the journal of the trust con- 
cerned. 

This department usually keeps its uninvested funds on deposit with 
the banking department of the company, (or sometimes with another 
company), and makes all payments by check; and the memorandum 
"Check No. " in Figure 81 refers to the number of such a check. 
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A customary form for the department check is shown in Figure 82. The 
bookkeeper gets the debit items for entry in the books of this depart- 
ment from the stubs of this check-book. He obtains the credit items 
from credit slips^ one form of which is shown in Figure 8S. 

Statements of accounts required by the courts are usually made on 
ordinary journal-ruled statement paper^ the entries being made in chro- 



Fio. 82. — Trust Department Check. 
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Fio. 83.--CEEDIT Slip. 

nological order^ items for principal account not being separated from 
those for income account. In monthly or annual statements to bene- 
ficiaries or to the makers of trusts^ however^ the items on the two accounts 
should be shown separately. Figures 84^ 85 and 86 show different forms 
for statements to beneficiaries^ designed^ as will be seen^ to show sepa- 
rately the items in principal and income accounts. That shown in Figure 
86 is arranged for use in connection with the individual trust journal 
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shown in Figure 14. The statement, it will be noted, is practically a 
copy of the journal; and the stenographer simply copies the entries from 
the journal without intermediate copying by the bookkeeper. 

It is a growing custom for individuals to deposit their wills with 
trust companies, especially in cases where the trust company is made 
executor. . In receiving wills the trust company undertakes to safely keep 
same and to deposit them with the proper authorities as soon as possible 
after the decease of the testator. Figure 87 shows a form for the 
Record of Wills on File. This is a card form, the cards being kept in a 
case in the vault, and being arranged in alphabetical order. 
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Fio. 84. — Staisheut to BxxxFiciABixa. 
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Fig. 85. — Statement to Bekeficiaeies. 

statbment of account. 
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Fio. 86. — Statement to Beneficiaueb. 
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In the above pages the writer has attempted to give the principal 
kinds of records and forms used by the average trust company to record 
the history of its business in the trust department. There are of course 
companies undertaking special lines of work which call for varieties of 
forms not included in the above sketch; and besides forms for such special 
lines of work^ the individual preference's of the officers in different com- 
panies add many forms of greater or less utility which from the nature 
of the case it would be neither possible nor useful to attempt to include 
here. There is also a class of forms^ legal or semi-legal in character^ 
which the trust company uses constantly in its trust department^ but 
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Fio. 87. — Record of Wills ok Fms. 

which it has not seemed best to discuss in the present articles. These in- 
clude forms of bonds, stock certificates, voting trust certificates, cer- 
tificates of participation and so forth. The exact form of such documents 
depends in the first instance upon the particular contract involved, and in 
the second instance upon the individual views and preferences of the 
lawyer or lawyers who prepare them. And while there is of course a 
general similarity in the forms used, the considerations just named result 
in such differences in details in documents of this character that it would 
be difficult to fix upon what could be called standard forms. 
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CHAPTER VIII. 

FORMS AND RECORDS FOR THE SAFE DEPOSIT DEPART- 

MENT. 

THE necessary forms and records for the safe deposit department 
are comparatively few in number. The business of the department 
involves the renting of individual safes or boxes, and the caring 
for packages left for safe-keeping. In theory, the business is sim- 
ple; but experience demonstrates that complicated situations are apt to 
arise; and it is important that the few forms needed should be prepared 
with care, and those affecting the contract into which the company enters 
should be approved by competent counsel. The Trust Company Section 
of the American Bankers' Association in 1904, and again in 1905, appoint- 
ed a special committee to report on various matters affecting the safe de- 
posit department, and including a compilation of forms. The reports of 
the two committees, bound under one cover, have been issued by the asso- 
ciation, and contain valuable information. The forms there given, thirty 
in number, provide for the needs of the largest companies, but of course 
include many that are not needed by the safe deposit department of the 
average trust company. A few of these forms, together with others col- 
lected from different sources, are given here. 

The identity of prospective customers of this department should be 
established with care. When the applicant is an entire stranger, some 
companies send to persons named as references a printed letter reading 
as follows: 

Dear Sir: — 

Mr. of , whose signature is attached, 

has mentioned you as a reference. If you consider as an honest 

and reliable person, will you kindly affix your signature and return to us 
at your earliest convenience ? It is understood and agreed by us that this 
will in no way make you liable for any damages. 

Yours very truly. 



Manager. 
Sign here 

Signature of 



Whatever the method used for the purpose, the company should sat- 
isfy itself that every applicant for a box in the vaults is the person he 
claims to be. Should, he rent a box under an assumed name, in case of his 
death the company might be put to considerable expense and certainly 
would be put to some trouble, in determining to whom the box should be 
surrendered. It is also important that the customers of this department — 
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as of all departments^ for that matter — ^be known to be persons of ordi- 
nary honesty ; for while every precaution is taken to conduct the business 
with care^ the possible presence in the vaults of a designing and dishonest 
person involves too much risk for the company. 

Assuming a prospective customer of this department to have been iden- 
tified as a proper person to become a renter of a box in the company's 
vaults^ the first forms needed are the receipts mutually given by the com- 
pany and by the renter. The company gives a receipt for the payment 
of the rent of the box^ a form of which with stub is shown in Figure 88. 
Upon the back of this form are printed the rules and regulations of the 
department^ which the renter^ by the acceptance of this receipt and by 
the terms of the receipt which he gives to the company (see Figure 89) > 
agrees to abide by. Some companies prefer not to print the rules and 
regulations on the back of the receipt^ but simply to include in the receipt 
some such words as these: "Subject to the rules and regulations made by 
this company." This is intended to include not only the present rules 
and regulations^ but also any that the company may see fit to make in 
the future. 
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Fio. 88. — Receipt fob Safe Rbxt. 



When the keys are turned over to the renter, a receipt is taken from 
him, in which he acknowledges the receipt of the keys and agrees to the 
rules and regulations of the company. His signature to this receipt also 
serves as a means of identification in the future. For many obvious rea- 
sons, however, this should not be relied upon as the only means of identi- 
fication ; and it is customary to record other information for this purpose* 
Such information may refer to personal appearance — ^height, complexion, 
color of hair and eyes and especially any visible scars or marked peculiari- 
ties. In the case of a person who continues to be a customer for a long 
term of years, however, such information may become a source of con- 
fusion, because one's personal appearance may change. Of more value 
are such facts as the date and place of birth, father's name and mother's 
maiden name. Many companies also give to each renter a password, 
although such passwords are rarely used, being easily forgotten, and of' 
doubtful utility. Except in the cases of those who rarely visit their boxes, 
the attendants soon become familiar with the customers, so that resort to 
special means of identification is not n^ded. 
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It is convenient to have this information resided in the same place 
as the signature of the renter^ and in the form shown in Figore 89 a eard 
6 by 4 inches in size is used for the receipt from the renter and for his 
description. The card also contains the business address^ the home ad- 
dress^ the number of saf e^ the password^ the date when rent becomes due, 
name of person who introduced the renter^ and a form for surrender of 
the safe and kejs. It also contains the signatures of the deputies^ if any. 
These cards are filed in alphabetical order^ and thus provide an index of 
the renters of safes. 
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Fio. 89. — Receipt and Identification Cabd. 



Very frequently the renter wishes to appoint some person or persons 
to be his deputy or deputies to have access to his box. It is convenient 
to have such appointments on the same card as the signature and descrip- 
tion of the renter; and in the system here described the forms for the 
appointment of deputies^ shown in Figure 90^ are printed on the back of 
the card whose face is shown in Figure 89- Some companies have the 
appointment of deputies^ in practically the same wording as shown in the 
figure^ on a separate card which is filed alphabetically after the card 
which contains the renter's signature. Information for the identification 
of the deputy should appear on the card which contains his appointment. 
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Figure 91 shows a form nsed to revoke a depnty-ship. 

Figure 92 shows a safe deposit register in book form. As in the case 
of the card register^ it contains on each sheet the signature and receipt 
of the renter^ his identification^ appointment of deputy and final receipt. 
The book may be either permanently bound or in loose-leaf form. If 
pcirmanently bounds a separate alphabetical index of renters will be 
needed. 
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Fio. 90. — Appoixtbcekt op Deputieb. 

Where two or more persons rent a safe as joint tenants^ in place of the 
form shown in Figure 89 there is used a card form which is identical with 
it except that the receipt for keys reads as follows : 

"We hereby acknowledge to have received from The Blank Trust 

Company of Buffalo^ New York, a receipt for rent of safe No. , with 

rules and regulations of said company. Also keys of said safe. 

And it is hereby understood and agreed as follows: viz., — Either of 
us may at any time surrender said safe without the presence of the other. 
Either of us shall have the power to deputize, in writing, any third party 
or parties to have access to the said safe, and the signature of only one of 
OS shall be necessary to such deputization. And any such deputy or depu- 
ties shall also have full power to surrender said safe at any time. The 
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authority of such deputy or deputies shall continue until written notice to 
the contrary is given The Blank Trust Company^ of Buffalo^ New York, 
by the one signing such deputixation. And the survivor of us shall have 
ah the powers and rights in respect of said safe that both^ or either of xtB, 
can exercise during our joint lives." 

A shorter form^ used for the same purpose^ reads as follows: 
"We^ the undersigned^ agree to the rules and regulations of the Sec- 
tion Safe Deposit Company^ in force at this date^ and such reasonable 
rules and regulations as may be hereafter adopted. And we agree to hire 



Section SafK^eposit Co. 

(City) (State) 

Sirs- 

Please take notice that from and after this 
date .LU^Sji^^^tu,-lJ^. 



1^ Q 



7vho ts my deputy on Safe No,mi2Lyr: tit the 

Vaults of your Company, rented by me, %s no 
longer /authorised to have access to said Safe, 

Yours respectfully. 

This revocation will not be consuiered operative by 
the Company until acknowledged in writing as recewed 
by them 



Fio. 91. — FoBM FOE Reyokixo Deputtship. 



and hold safe number 



as joint tenants^ the survivor or survivors to 



have access thereto in case of death of either^ but either has the power to 
appoint a deputy. £ither of the tenants has the right to surrender the 
safe." 

Where the safe is rented by a corporation^ the same form of receipt 
as that given by individuals may be used^ but it becomes necessary to 
have^ in addition to the receipt^ an appointment of the party or parties 
who are to represent the corporation in access to the safe. For this pur- 
pose a certified copy of the resolution of the corporation is desirable^ ami 
the following is a form used : 
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Fig. 99. — Safe Deposit Register, ik Book Form. 

"To Uie Section Safe Deposit Companj: 

At a meeting of the board of directors of the Ham and Sandwich 
Company, held at its office on the 9th day of February, 

1906, the following resolution was adopted: 'Resolved, That 

shall have the right of access to the safe (No. ) in the vaults of the 

Section Safe Deposit Company^ standing in the name of this company.' 

(Signed) 



(Seal) 



Received, • 



Secretary. 
-190 " 



President. 
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This resolution maj name certain individuals in person^ or it may name 
the officer or officers of the corporation who are to have access to the safe. 
In the latter case, there will also be needed a certified list of the officers 
of such corporation, which list must be refiled as often as the corporation 
holds an election. 

For the record of cash transactions the dtaly forms necessary are a 
Cash Book for receipts only (no cash being paid ont in this department, 
except for occasional rebates), and cards, or books if preferred, for the 
ledger accounts of renters. ' Figure 93 shows a form of Cash Book. At 
the close of the day's business (or, in practice, at the beginning of the 
next day) the cash received during the day is deposited in the banking 
department to the credit of this department; the amount of such deposit 
being shown in the column headed "Amount Deposited." 

For the ledger accounts with customers of this department card led- 
gers are generally used. A form of such a card ledger is shown in Figure 
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Fio. 93. — Safe Deposit Depaetmext Cash Book. 



94. The size of the card is 6 by 4 inches. The record is con- 
tinued, if necessary, on the back of the card, which is ruled in the same 
way. These cards are filed in a case according to due dates of rent, and 
thus constitute the tickler of the department. Instead of this plan, how- 
ever, some companies have the cards prepared with a tab at the top of 
each upon which is printed the name of the month during which the rent 
expires. The tab for the January cards is at the left upper comer of the 
card, and that on the December card is at the right upper comer. The 
tabs on the cards for the intermediate months are arranged in order be- 
tween these, so that when the case is filled with cards the eye may by 
glancing at the tops of the cards pick out those containing expirations 
for any given month. A sample of this card for the month of February 
is shown in Figure 95. Under this plan the cards are arranged in the 
numerical order of the safe numbers ; and the tabs at the tops of the cards 
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4serve as ticklers. Towards the last of each month the cards for the fol- 
lowing month are looked over^ bills for renewal are made out^ and the 
<:ards replaced. The bills are made out in duplicate^ one copy being 
mailed to the renter, while one is kept by the teller who receives rent pay- 
ments, serving as his memorandum of rents due. 






OIL 



- ex m RATION. 






•*»v ■ 




MM** •*■•• 


... 


.^_^ 










^^^ 


^^ 






••Tt 


•csrv 1 


•iiiorr 


•ATt 


niMAIIM 


•*Tg 


BCaiT 1 


cmotT 


•ATC 


RfHAIIKa 


'h\o. 


>s 


^■C 


^ 


QQ 


'hH 


































































































































































































































(^ 




























s ^ 




















1 






1 


I 










#»•«« «•« 


iMi«NT O*. (HM.*^* 



Fio. 94. — Ledger Card. 
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Fio. 95. — Card Ledger^ with Tab. 
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Some companies prefer to have the department tickler in book form^ 
as shown in Figure 96. This book is indexed by years and months. 

It is desirable to have a record showing the history of each safe^ and 
for this purpose the Safe Register^ shown in Figure 97> is used. As will 
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Fio. 96.— -Tickler Page. 
SAFE RBGISTBR 



Jiftii 



ur^. Svw.t1 



>f-f^ 9^rA U, 



^ 



J. U> J:^x^/?4/rv 



/3^yy '^U.ryvfyv^ 



^^^'--'^AA./^^?^^ 



mJ[ 



<:)^.s. <g>^vt.cil 



7*f ^.rud-C^t;/. 



^£. 



^^ 



^UX^iu^.Cf. Cm^^im^ 



<^^:ivA.,';^ C^gd^ 



f> 4xx^w 



i^ 



n&^^tf^U-^ 



Fio. 97. — Safe Register. 

be seen^ this record shows at any time what safes are unrented^ and who 
are the present holders of rented saf es^ as well as who was the renter of 
any given safe at any given date. 

Figure 98 shows a card form for this same record. These cards are 
filed in cases having index cards for every ten numbers. The tab at the 
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top of the card shows the last figure of the number, so that the card may 
be easily picked out after the index card is located. Thus, the card shown 
in the figure would be the fifth card filed after the index card 970. In 
addition to the information called for in the form shown in Figure 97, it 
provides for the record of the number of the lock on the safe, and the date 
when the lock was changed. This last memorandum has reference to 
the practice of the most careful companies, of changing the lock to a 
safe every time the renter is changed, so that in case duplicates of the 
keys have been made, they will be useless as a means of gaining access 
to the safe. This is an example of the extreme care taken to provide 
against any possible contingency that might occasion loss to a customer 
tl^ough negligence on the part of the company. 
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Fio. 98. — Safe Register^ in Card Form. 

Most companies keep a Visitors' Register, a form of which is shown 
in Figure 99- In this book the attendants make record of every visit that 
is made to the safe deposit vaults by customers or by employees or officers 
having safes. The word "Room" at the to^ of the last column refers to 
the coupon room to which the visitor retires with his box. The usefulness of 
this memorandum lies in the fact that customers frequently are so careless 
as to leave articles of value in the coupon room when they replace their 
boxes in the vault. Before another person is admitted to the coupon room, 
the attendant examines it for any articles that may have been left; and 
if he find» any, the Visitors' Register shows to whom they belong. It 
will be seen that from this record the company can learn just what visits 
have been made to any given safe, by whom they were made, and the 
other particulars shown in the figure. This information is frequently of 
great value. 
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Fig. 99. — Visitobs' Registeb. 

Some companies have the bookkeeping for this department dene in 
the department^ while others^ especially the larger ones, have the records 
involving cash kept in another department. If the latter plan is followed, 
it is necessary to have a set of debit, credit and memorandmn slips for 
bookkeeping information. These include rental tickets, giving full infor- 
mation when a safe is rented, surrender tickets, for use when a safe is 
surrendered, credit slips for payments, etc. The exact forms of these 
tickets will depend upon the particular system of the company using 
them. This department also needs other simple forms, such as bill-heads. 

The Storage Department. 

As already stated, in addition to the renting of safes, this department 
undertakes the storage of articles in separate packages, varying from 
envelopes containing an insurance policy to trunks or chests containing 
silverware, books or other bulky valuables. This business is simpler than 
that of renting safes, involves fewer forms, and necessitates fewer precau- 
tions, the responsibility of the company being well-defined. The customer 
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Fig. 100. — Cebtificate of Deposit, With Stub. 



Digitized by 



Google 



FORMS FOR SAFE DEPOSIT DEPARTMENT. 



245 




THE 3 L./\ N K TRUST COMPANY 






..^^ /^ -^ .y> ^ 




aader mcwal of oi%ind cootrMt tliciciorjt bdi« ^racd thM all the tenm. coodilMm. 
pcovuioM, and Kmiudoiu of IbbiHty. provided for thepa. tliBll be comideitd u though 



=? 



Fig. 101. — Renewal Receipt. 



thefcia, thBll be comideitd u though 
j/^ /^ m\ w ^ s^iif— Dt^x'—i. 



^, 



Ck^^ /, tqo^ 



tffrOM THE OLC 
TINMrr COMPANY • CwtMcMt of Dp»0«R Ho. I Q 2a ( 



.wtHeh wItK Hs ••*- 



L(r^v^.vKcty7>;A^ 



U /, /<7(hS~ 




• rmiST ^OMPANY at an 

r that — u2 vMwMlM 

pf— m, untH thle MitfioH^ to rovoho* toy-}k4£^ln 



=0 



Lif^yJi ,\HayyUj4^A^ 




TRUST COMPANY th* akov* tfMCHkMl « 
h«v« mr f wderaa to ti«« vaM Company thair ( 
covarlng tna tama. 



Fio. 10;2. — Renteb's Receipt for Certificate of Deposit^ Etc. 

is given a receipt^ which is sometimes called a Certificate of Deposit^ and 
sometimes a Storage Receipt, a form of which is shown in Figure 100. 
The back of this receipt contains the printed conditions and regulations 
of the company governing storage of valuables, and a receipt to be signed 
when the package is taken and the certificate of deposit surrendered. 
These Conditions and Regulations read as follows: 
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Fio. 103. — Package Record. 



1. It is agreed by the depositor that no money^ certificates of stocky 
registered or coupon bonds or other negotiable securities are contained in 
this deposit. 

2. In case of loss of deposit through its fault or negligence^ the 
option is reaerved to the company of either paying for it, at the yaluation 
specified by the depositor, or of replacing it in kind or amount. 

3. This certificate is not transferable except by assignment endorsed 
hereon and approved by the company. 

4. If the whole or any part of this deposit shall be withrawn before 
the expiration of the specified period, no portion of the charge shall be 
returned, and if continued longer, it shall be deemed a renewal of the 
deposit on the same terms^ for which a like rate shall be chargeable. 

5. This certificate must be presented upon the withdrawal of the 
deposit or any part thereof. 

These receipts are bound in book form, and are numbered consecu- 
tively. 
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Fig. 104. — Rental, Renewal and Suebendeb Book. 
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The stub of this receipt should contain the same description of the 
package as that given in the body of the receipt. If the package is left 
for a longer period than that provided for in the certificate of deposit^ 
upon payment of the rent for the longer storage^ a renewal receipt is given 
in the form shown in Figure 101. At the time that the customer receives 
his certificate of deposit of the package^ he signs a receipt for same^ in 
the form shown at the top of Figure 102. This form^ which is similar to 
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Fio. 105. — Daily Report. 



that used for the receipt for keys to a safe, shown in Figure 89, also 
provides for the appointment of a deputy, and contains places for the 
description of the depositor and for that of his deputy, and other inf orma- 
tion as shown. On the back of the card — ^which is 6 by 4 inches in size — 
provision is made for the history of the package from the time it is received 
by the company until it is finally delivered. (See Figure 103.) 
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The ledger card for the record of cash transactions regarding packages 
left for storage is practically the same as that used in the renting of saf es^ 
shown in Figure 94; the only difference being that the words "Package 
No. " are substituted for the words "Safe No. ." It is custom- 
ary^ however, to have the two sets of cards of different colors. 

Some companies use what is called the "Rental, Renewal and Sur- 
render Book," a form of which is shown in Figure 104. This is intended 
to give a running account of the business done by the department. It 
shows the business transacted during any given period, and provides a 
means of comparing the growth of the company from time to time. 

This department sends to the general bookkeeper a daily report, which, 
together with the reports from all of the other departments, is placed each 
morning on the desk of the President or the executive head of the com- 
pany. This report shows the number of safes rented during the day, the 
number surrendered, the number of packages received and the number 
surrendered, a statement of the number of visitors to the vault during the 
day, and a comparative statement of the number of safes rented, packages 
in storage and current earnings. A form of such a report, adapted, of 
course, to the needs of the company which uses it, is shown in Figure 105. 
Monthly, semi-annual and annual statements of the same character are- 
also prepared. 
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CHAPTER IX. 
FORMS AND RECORDS FOR THE BANKING DEPARTMENT. 

AS has already been stated^ the business of the banking department 
of a trust company differs little from that of an ordinary state 
bank^ with the exception that trust companies in many states are 
forbidden to discount commercial paper. As a consequence many of the 
forms and records used by 9tate banks^ and also some of those used by 
national banks, are adapted to the use of the banking department of the 
trust company. Such forms and records haye been treated at length in 
several excellent books on the subject and in current periodicals; so that 
in treating of them here it is necessary to travel over a fairly well-beaten 
road. However, each year sees introduced into our banking institutions 
new forms and devices, and he who would keep abreast of the times must 
be ever watchful for the latest improvements. The up-to-date systems 
of bank accounting involve many time and labor-saving plans, some of 
which are regarded by the old-time banker as sacrificing safety and com- 
pleteness to speed. Loose-leaf records, card systems and the doing away 
with the use of intermediate journals have largely supplanted the old 
systems in many banks; while others regard these innovations with sus- 
picion if not with open hostility. Experience, however, seems not to 
justify the fears that many bankers hold regarding new methods. 

The modem trust company is equipped with many devices which 
lighten labor, save time and insure greater accuracy, and neatness. 
Prominent among these are the typewriter and the adding-machine, 
without which the enormous amount of business done each day by the 
large institutions would be difficult if not impossible. A great profusion 
of other time and labor-saving devices are used, — ^rotary letter-copying 
machines, filing-cabinets, manifolding devices, interest tables, coin-trays 
and counters, check-protectors, rubber stamps, etc. 

While there is a general similarity in the forms used by different 
companies for given purposes, slight variations from standard forms are 
so numerous that it would be quite impossible in such a sketch as this to 
include all good forms that are in use. In selecting the forms to be 
given here, as in selecting those already given for other departments, the 
writer does not intend to imply that other forms may not be as good. 
It should, perhaps, also be remarked that throughout this work the writer 
has usually avoided New York city forms, because th^ business of banks 
aild trust companies in the metropolis is in some respects different in its 
requirements from that of those located in the smaller cities and in the 
towns in different parts of the country. 
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Fig. 106.— ^igkatubx Card. 

Forms for the Use of Customers. 

When a new customer opens an account^ the first form needed is the 
signature-card^ upon which he writes his signature to he used by the 
company as a means of identifying his checks. The card, a form of 
which is shown in Figure 106, should also contain his address, and other 
information as shown in the figure. These cards are filed alphabetically 
in cases with guide-cards at frequent intervals ; the cases being placed in 
such a position as to be easily accessible to the paying tellers and to the 
bookkeepers. Some companies take two or more signatures from each 
customer, so that the signatures may be filed in places convenient to the' 
different workers who may have to refer to them. Formerly signature 
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books were used instead of cards; but^ except in very small companies, 
the advantages of the cards are so many that they are rapidly displacing 
books for this purpose. It sometimes happens that the signature of the 
new depositor cannot be obtained at the time the account is opened. In 
such case> a signature^card is sent to him to be signed and returned to 
the company; and in the meantime it is a good plan to have a dummy 
signature-card, like that shown in Figure 107, which is filed in the proper 
place with the regular signature-cards until such time as the signature 
is obtained. The use of this card, which should be of different color from 
that of the signature-cards, serves as a constant reminder that a signature 
is missing, and also makes the signature file a complete index of accounts. 
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Fig. 108.— Deposit Slip. 



The customer is next provided with a pad of deposit tickets, one of 
which he fills out for his first deposit, with help from the new accounts 
teller if necessary. A customary form of deposit-slip is shown in Figure 
108. Figure 109 shows another form providing for the separate listing 
of checks on local banks. For customers whose deposits are apt to 
include long lists of checks, larger slips in much the same form are pro- 
vided, double columns for amounts often being used. 

The customer is next given a pass-book, in which is entered his name 
and the date and amount of the first deposit. It is a great convenience 
to have the customer's name written on the front cover of the pass-book, 
and this is usually done. The pages in the old-style pass-book, still uq^d 
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in many institutions^ particularly in the East^ are usually ruled as showD 
in Figure 110^ the deposits being entered^ as debits to the trust company^ 
on the left-hand page ; and the checks being entered, when the book is left 
to be balanced, on the right-hand page, as shown in the figure. It is now 
more common, however, to list the checks on an adding-machine, entering 
in the pass-book only the total of the checks, and subtracting such total 
from the footing of the deposits to show the balance. In such case the 
pages of the pass-book are not regarded as debit and credit pages; the 
book being simply a record of deposits, which are entered on either the 
left-hand or right-hand pag^ of the book when the previous page is filled, 
as is shown in Figure 111. Rubber stamps are used to insert the words 
"total checks paid" and "balance," and the lines, when the book i» 
balanced. 
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Fio. 109.— Deposit Sup. 



Several different sizes of pass-books are usually kept in stock to- 
acconunodate accounts of all degrees of activity, the rulings of all pass- 
books being the same, following either the form shown in Figure 110 or 
that shown in Figure 111. Some companies provide special pass-books- 
for the use of women customers, of size small enough (about 8^4 ^7 ^% 
inches) to be carried in a woman's pocket-book. 
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110. — P ass-Book, with Debit and Credit Pages. 
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Depositors very frequently forget to bring their pass-books when 
making a deposit. In such cases it is convenient to have a form of dupli- 
cate deposit-slip to hand to the customer in lieu of the entry of the 
deposit in* his pass-book. Figure 112 shows one form of a duplicate 
deposit-slip. Instead of using such a form, however, many receiving 
tellers simply use a regular deposit-slip on which they copy the total 
from the slip handed in by the depositor, write the word "duplicate" and 
sign their names or initials. Sometimes a rubber stamp with the words 
"'Duplicate. Teller" is used. 

The next need of the depositor is a check-book. It is usual to have 
in stock several varieties of these, from books containing fifty checks of a 
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Fio. 111.— Pass-Book. 



size suitable for carrying in the pocket to desk check-books containing 
three hundred or ^\t. hundred checks, three or more on a page, and 
Sometimes even larger ones. The customer selects a check-book in accord- 
ance with his probable needs. If his account is to be of a considerable 
size, he leaves his order for the preparation of a book of checks on which 
are to be printed his name and business. This is often provided by the 
company without charge to the customer. The form of check which has 
come to be most common is shown in Figure 113, which also shows the 
check stub. In some checks the place for the number of the check is at 
the left upper comer, and in others in the left lower corner. Of more im- 
portance is the position of the figures showing the amount of the check. 
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that shown in Figure ilS being the result of an evolution in check forms, 
and being that which is by general consent regarded as the most con- 
venient. This position for the figures is quite as convenient as any other 
for the person writing the check; while for the bank clerk who has t* 
read off rapidly and accurately the amounts of a bunch of several hun- 
dred checks it is emphatically the most convenient place. As he holds the 
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Fio. 112. — DurLiCATE Deposit Sup. 

bunch of checks with his left hand and turns the checks with his right 
hand, the amounts of the several checks as given in figures are easily 
read by him if in the position shown in Figure 118, and are easily com- 
pared with the written amount of the check. If they appear at the left 
end of the check, it is necessary for him to turn each check to read the 
amount in figures. It would be a great boon to the workers in banks 
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Fio. 113. — Check, with Stub. 



and trust companies if this position for the figures were universally 
adopted on all checks and drafts. 

Check-books are usually made up with a stub for each check, for the 
purpose of enabling the customer to keep a record of his checks on the 
stubs, although separate sheets for such records are sometimes inserted 
in the check-book. One of the most common forms of such stubs is shown 
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with the check in Figure 118. Figure 114 shows another form frequently 
used with pocket check-books. That shown in Figure US is specially 
useful where three or more checks are bound on each page^ as the amounts 
of all the checks on the page^ being extended in the column at the rights 
may be easily footed and carried forward to the next page. A record 
of deposits and any other memoranda such as the customer's reconcile- 
ment of the account at the end of the months may be kept on the backs 
of the stubs. 

It is customary to provide "counter checks" to be used only by the 
customer in person for such purposes as drawing for cash^ for a draft, 
etc. Two forms of such a check are shown in Figure 115 and Figure 116. 
Sometimes the ordinary check of the company, with the words "Counter 
Check" printed on it in large type, is used for this purpose. 
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Fig. 114. — Check Stub. 



Voucher Checks. 

The use of voucher checks is steadily increasing, and it is of 
importance to the banks and trust companies to encourage the use 
of the best forms for such checks. Many of the forms in use are exceed- 
ingly cumbersome and there is a decided lack of uniformity in them. 
The name of the paying bank, the amount of the check, the places for 
receipt and for endorsement, are found in all conceivable places on the 
check, so that the bank clerk who has to handle them often loses valuable 
time that might be saved if there were a uniform style of voucher check 
devised with a view to convenience in handling. Another objection to 
many voucher checks is that the bank is held responsible for the signa- 
tures of a number of different persons which appear on the check. It 
is unreasonable to ask the bank to be responsible for more than two such 
signatures; if the concern issuing the check considers it necessary to have. 
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Fig. 115. — Counter Check, Receipt Fobm. 

mojre signatures on the document^ the official who signs last should be 
responsible for the previous signatures^ the responsibility of the bank 
ceasing with the final or at most with the last two signatures. Other 
objections to many voucher checks are the stating of conditions of pay- 
ment which put in doubt the negotiability of the instrument^ and the 
requirement of both a receipt and endorsement from the payee. Whether 
the receipt adds anything to the endorsement of the check is, to say the 
least, a matter of doubt; and it certainly adds much to the labor of 
handling the check. 

Another thing to be noted about voucher checks is that the folded 
check, which is a great nuisance to the banks, is often used when a single 
piece of paper of the size of an ordinary check, or a little larger, would 
answer the purpose fully as well. It is possible to provide room on the 
face or back of the check for such detailed statement of account as is 
usually considered desirable on a voucher check, as is proved by several 
good forms of such instruments that are in daily use. Figure 117 shows 
an excellent form. Its size is 8% by 8% inches — only a little larger than 
the ordinary check — and yet statement space is provided of ample width 
and with seven lines for items. The back of this check is plain except 
for the words, "Endorsement by the payee is acknowledgment of full 
payment and satisfaction of the within account." Another form, giving 
less space for the statement, is shown in Figure 118. Figure 119 shows 
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Fig. 117. — ^Vouchxe Chick. 
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Fio. 118. — ^VoucHsa Check. 
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Fio. 119. — Vouchee Check. 



a form having proyision for a statement at the end of the check. These 
forms show three possible places on the face of a check for the statement. 
It is also possible to provide for the statement on the back of the cheeky 
as shown in Figure 120^ which represents the back of the check whose 
face is shown in Figure 121. 
17 
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It is certain that by the use of forms similar to these the necessity or 
folded voucher checks could often be avoided. There are concerns, how- 
ever^ the, nature of whose accounts seems to require the folded form of 
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Fio. 120. — Back of Voucheb Check. 



No. li»l. 



Examined and 

registered. 



Edokwatkr, N. J 190 

Palisades Trust and Guaranty Co. 



OF ENaLEWOOD, N. J. 



'Auditor.'' ^^^ "^ ''^^ OBDKB OF. 

Coontersigned 



Vie4-Prettdent. 



DOLLABS. 

New Jersey and Hndaon River Railway and Ferry Coniianr. 

SVewttrer. 



Fio. 121. — Face op Vouchee Check. 
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Fig. 122.— Face of Folded Voucher Check. 

voucher check. In such cases the convenience of the banks which must 
.handle the checks would be greatly conserved if all information needed by 
the bank were to be found on the outside of the check when folded. It 
ought not to be necessary for the bank clerk to unfold a voucher check 
as he handles it with other checks in the regular course of business. The 
desired result can be accomplished by making the front of the folded 
voucher a regular check f orm^ and having all endorsements appear on the 
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Fio. 123. — Inside op Folded Voucher Check. 
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back of the folded voucher. Figure 122 shows the face of one of the 
best forms of folded voucher checks in use. It will be noticed that this 
has the appearance of an ordinary draft-form check. The other side 
of the folded voucher is blank save for the words at the top, "Make all 
endprsements here." The information needed by the bank is all on the 
outside of the folded voucher, so that the bank clerk is not put to the 
necessity of unfolding this document. Although a receipt in addition to 
an endorsement is required, such receipt appears on the face of the check, 
at the end, where it is easily seen. Some voucher checks of the same gen- 
eral form as this one do not call for a receipt, the endorsement being 
considered all that is necessary. In such cases the check usually reads, 

"When properly endorsed, pay to the order of " etc., "In full 

payment of the within account." From the standpoint of the bank this 
is of course an improvement over the form which requires both a receipt 
and an endorsement; while, as already suggested, it is doubtful whether 
the drawer of the check gains anything by having the receipt in addition- 
to the endorsement. Figure 123 shows the inside of this voucher check 
when unfolded. 

Teller's Records. 

The different tellers keep records of their daily work and prove 
its correctness on books or sheets of paper variously known as "scratch- 
ers," "settlement books," or "proofs." In its original form this record 
was merely a rough memorandum used by the teller to balance his 
cash, containing simply lists of items on which cash was received 
or paid, and the cash count. This is all that is needed in a small 
bank having only one teller and one bookkeeper, for in such case the 
keeping of a complete proof such as is described below is merely a dupli- 
cation of the work of the bookkeeper. But in a large institution having 
a number of tellers and bookkeepers the system of proofs should be such 
as to test the accuracy of each man's work in its relations to the work 
of every other man in the institution. Such systems are now in use in 
the most progressive companies, and have put an end to the continual 
"checking back" to locate errors and strike a balance of general cash, 
which was and is a burdensome feature of the work in banks where a 
general system of proofs is not in use. 

The particular form of* the proof for each teller or bookkeeper will 
of course depend upon the number of such workers and upon the general 
arrangement of the details of the work of the company; but the principle 
upon which the system of proofs here described is based will apply to 
any institution, no matter what the number of workers or the arrange- 
ment of the work. This principle is, that the proof of each worker 
should contain a separate list of the items received from or delivered 
to each of the other workers. This is illustrated in figures 124 to 127> 
from a study of which the system will be made clear.^* On the Receiving 



73 See also Figrure 14S. 
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Tellers' Proof, figure 124, left-hand page, the first columns provide for 
the listing of "Commercial Credits," i. e., deposits received for checking 
accounts. Space is provided for the separate listing of each deposit; 
but instead of this the teller has here made use of the adding^machine, 
his assistant having taken the deposit slips received, at frequent intervals, 

RECEIVING TELLER CASH PROOF 
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Fio. 124. — Receiving Telixr's Proof, Left-Hand Page. 



listed them on the adding-machine and entered the totals on the proof. 
Bj reference to Figure 127, under the heading "Deposits" at the right 
lower corner, it will be seen that' the Individual Bookkeepers' Proof 
debits the receiving teller with the same total as here shown credited to 
"Com'l Credits," $1,280,068.77. Under "General Book Credits" is given 
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a list of all credits for the general books passing through the hands of 
the receiving teller. The total of these items agrees with the total of 
debits to the receiving teller on the proof of the general bookkeeper. On 
the right-hand page of Figure 124, the total of "Commercial Debits," 
$173,586.52, will be seen to agree with the total listed to receiving teller 
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Fio. 154. — Receiyiko Teller's Proof, Rioht-Hand Page. 



under "Items on Us" in the Individual Bookkeepers' Proof (Figure 127). 
Here again the teller has entered on his proof adding-machine totals of 
the items, instead of listing each item. Referring ag^in to the right- 
hand page of Figure 124, it will be seen that the items and the totals 
listed under the heading "C Paying Teller, Dr." agree with the items 
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listed to the credit of the receiving teller on the left-hand page of Figure 
125. If all the proofs in the system were here shown, it would be seen that 
the list of debits to each worker on the receiving teller's proof appears 
on the proof of such worker as a list of credits to the receiving teller^ 
^nd vice versa. It is therefore evident that if any teller or bookkeeper 
fails to balance on completing his proof, he has but to compare his proof 
ivith those of the other tellers or bookkeepers to locate his error. If, 
for example, on the left-hand page of Figure 125, the paying teller had 
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Fio. 125. — Payixo Teller's Proof, Leit-Hand Page. 



failed to credit the receiving teller with the $6.80 item, his proof would 
«how a total credit to receiving teller of $10,152.57 instead of $10,158.87, 
and. consequently his total of "Debit Cash" would be $6.30 less than the 
total of "Credit Cash," showing an "over" of $6.30. On comparing his 
proof with that of the receiving teller, the error would be easily located. 
Under the same conditions, without a general proof system, this little 
item of $6.30 might cause the loss of several hours' time in "checking 
back." It is evident, too, that such a system as this enables each worker 
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to complete his own work as soon as he has proved its correctness^ in- 
stead of all the workers being delayed by the error of one^ as is often 
the case where no general system of proofs is used. The writer has seen 
the introduction of such a proof system in an old institution result in 
every man l>eing able to leave the bank with his work done at about five 
o'clock^ whereas under the old conditions it had been the custom to "check 
for casV nntil a late hour in the evening every few days. 
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Fio. 125.— Patiko Teller's PROor, Rioht-Haxd Paob. 



Referring again to Figure 124, at the close of the day the work is 
smnmarijied by entering the totals of the various columns on the left- 
band page under the heading "Debit Cash/' and the totals of those on 
the right-hand page under the heading "Credit Cash." If the work is 
correct the totals of these columns will agree, as shown in the figure. If 
they do not agree the teller proceeds, as already suggested, to compare 
the totals of the columns of his proof with those shown on the proofs of 
the other tellers or bookkeepers, and thus soon finds the mistake. 
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The actual count of cash at the close of the day is sometimes listed 
on the proofj and sometimes listed on separate sheets of paper, which 
are preserved for some months. In the latter case the total count only 
is entered on the proof, as shown on the left-hand page of Figure 125, 
the first item under "Credit Cash," where the paying teller has entered 
his cash count total, $66,303.71. On the right-hand page of this same 
figure the teller has gone to the pains of recording the names of the 
drawee bank and the last endorser of each check cashed by him. This^ 
of course, involves some work, but is evidently a valuable safeguard. 
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Fig. 136. — Summabt of Geitebal Cash. 



Figure 126 shows the "general cash" statement made up by the pay- 
ing teller at the close of the day, showing the total cash, cash items and 
clearance, and their distribution among the various tellers. 



The Individual Books. 

The Individual Bookkeeper's Proof, which is a part of the general 
system of proofs, is shown in Figure 127. Like the other proofs men- 
tioned it is of course devised with a view to the particular needs of the 
eompany using it. The accounts are divided alphabetically into four 
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groups^ as shown on the proofs A to D^ £ to J^ K to R and S to Z. Under 
the headings named the proof shows the total checks for the day against 
each group. These are summarized at the right lower comer of the 
figure^ showing a total of $1^881^604.92^ which agrees with the total 
shown under "Items on Us," which gives the same items arranged ac- 
cording to the sources from which they came. The first totals imder the 
Leadings "A to D," etc., are those of the checks received from the clear- 
ing-house. These are carried to the places indicated under the heading 
**Summary" at the left lower comer of the figure, where is given the 







Fio. 127. — Individual Bookkeeper's Proof. 



proof of the "Clearance." Provision is made for the listing of the inev- 
itable corrections of the clearance lists. The column headed "Items Out 
is for the listing of items received by the individual bookkeeper in the 
clearance, but which belong not on the individual books, but on the gen- 
eral books, savings books, etc. The proof of the credits on the individual 
books is shown just above that of the debits at the right lower comer of 
the figure. The total of the adding-machine list of deposits received by 
the receiving teller is placed at the top, and with this must agree the 
totals of deposits shown on the ledgers. 
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The Boston Ledger. 

For the keeping of individual accounts the system probably most 
common is that of using the "Boston" combined journal and ledger for 
the more active accounts^ together with a journal and balance ledger for 
the less active ones. As in the case of other banks^ however, local condi- 
tions and the prevailing character of the accounts, together with the per- 
sonal preferences of the officers, result in the choice of different methods 
of keeping the individual accounts in different companies. On the aver- 
age the commercial accounts of trust companies are apt to be less active 
«nd of smaller balances than those of national banks. 

The "Boston Ledger," a form of which is shown in Figure 128, is a 
combined journal and ledger. The entries are made directly from the 
deposit slips and the checks. The open book shows the work for one 
week, that for the first three days being on the left-hand page, and that 
for the last three days being on the right-hand page. Figure 128 shows 
only the left-hand page. The right-hand page is ruled in the same way, 
with the headings Thursday, Friday and Saturday, but usually does not 
contain a column for the names of depositors, the line for the account of 
each depositor being followed across the two pages without repetition of 
the name by the help of the numbers, which, as shown in the figure, are 
repeated for each day. A further aid in this matter is to have the trans- 
verse lines ruled in two or three different colors. In the sample from 
which Figure 128 is engraved, the first line is ruled in purple ink, the 
second in blue and the third in red; these colors being repeated in the 
same order throughout the page. Some companies have' the name re- 
peated on the second page as an additional help in following the proper 
line for each account. In making up the book it is customary to have 
three out of every four pages cut "short," omitting the column headed 
"names," so that four weeks' work may be recorded without rewriting 
the names. A convenient plan is to have these short leaves cut just after 
the figures in the column immediately following the list of names, and 
the page creased at the heavy line just after the first balance column. 
Then by bending over this first balance column the balances for Satur- 
day are extended therein, so that when it is folded back again the bal- 
ances appear just before the work for the following Monday without 
copying. The method for proving the work for each day on each page 
of this ledger is simple. If the work has been done correctly, the total 
of the balance column for the preceding day, plus the total of the de- 
posits column and minus the total of the total checks column, must equal 
the total of the day's balance column. 

While the form of Boston ledger shown here is probably the most 
common one, several variations from it are often foimd. Many companies 
prefer to have the deposits column follow immediately after the balance 
column, so that the bookkeeper may more readily "extend" the balances 
In his head^ the principle being that with this arrangement he can more 
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Fio. 1-28. — Boston Ledger. 



easily add the deposits to the previous balance and subtract the total 
checks from the sum of the two. This process is a rather puzzling one 
to the novice, but the experienced worker on the Boston Ledger does it 
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Fio. 1^. — BosTox Ledger (Continued). 



vith ease. The older fornu of Boston Ledger provided both a debit and 
a credit balance colmnn, and this form is still in use. The more common 
plan, however, is to have the debit balances appear in red ink, so that 
only one balance column is needed. In the larger companies the names 
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of the customers are usually printed in^ thus saving the bookkeeper mucb 
tedious copying. The size of the page is usually about twenty-two inches 
wide by eighteen inches deep ; the number of accounts on a page varying 
from twenty to forty^ depending upon the depth of the page and the 
space between the lines. The accounts are arranged in alphabetical 
order^ several lines being left after each letter for new names that may 
need to be added. In large banks each ledger contains the accounts be- 
ginning with certain letters of the alphabet only: e. g,, one contain^ ac- 
counts whose initial letters are from A to K, and another those whose 
initial letters are from L to Z. The letter "B" appearing after several 
of the balances in the figure indicates that the pass-books of the custom- 
ers indicated were balanced on the dates shown. A check mark (V) is- 
often used for this purpose^ instead of "B." 

The Boston Ledger has some decided merits and some distinct de- 
fects. Its merits include the great saving of time and labor in the com- 
bining of journal and ledger^ which does away with posting; the readi- 
ness with which the total day's work may be proved; the grouping of all- 
the accounts on a few pages, making it easy to compare the balances in 
different accounts; the prominence with which overdrafts appear, insur^ 
ing that they shall not be overlooked. 

Among the defects of this ledger are the ease with which items may 
be entered on the wrong line and so be made to appear against the wrong^ 
account; the fact that it is comparatively difficult to ascertain the average 
balances that a given customer has carried for a series of weeks or 
months; and the fact that the balances of inactive accounts must be car- 
ried forward day by day along with those of active accounts. The sise 
of the book is also considered objectionable by some. 

The fact that the Boston Ledger is not adapted to the carrying of 
inactive accounts has led to the introduction of the system already men- 
tioned, of using both a Boston Ledger and a balance ledger (Figure 130), 
with a special journal for the latter. The mpre active accounts are carried 
in the Boston Ledger and the less active ones in the other ledger, which is. 
sometimes called the "inactive ledger," and sometimes the "petty 
ledger." The total of the balances in the petty ledger is carried as an 
account in the Boston Ledger, so that the total of balances in the latter 
shows the total balances for the whole set of books. 

Figure 129 shows a form of journal to be used in connection with 
the petty ledger, containing also a form for the proof of posting. This 
form of journal (or "scratcher" as some prefer to caH it) is a great im- 
provement over the old form in which the deposits were recorded on one 
page and the checks on another, as the names of depositors having both 
deposits and checks need to be written but once, while nothing is sac- 
rificed in the way of clearness or completeness of the record. On the 
left of the page the first column contains the detailed list of checks and 
the second column the total checks against each account. Columns are 
provided for the check-marks used in posting. The first column at the 
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right of the page is for the listing of deposits; while the two other col- 
umns are for the proof of posting. This furnishes a daily trial balance 
of all accounts active for the day. In the first column are listed the old 
balances, and in the second column the balances shown by the ledger 
accounts after the day's items are posted. At the bottom of the "Old 
Balance" column is listed the total of the day's credits; and at the bottom 
of the "New Balance" colunm, the total of the day's debits. Then, if 
the work has been done correctly, the footings of the two coluums will 
agree. While this proof of posting adds somewhat to the bookkeeper's 
daily work, it insures the correct extension of balances, and lightens the 
task of the monthly trial balance of all the accounts in the ledgers. 
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FlO. 129. — JOUBKAL OR SCBATCHER^ WITH PeOOF OF PoBTIXO. 



A form of ledger used with the journal just described is shown in 
Figure 180. This is a modified form of the "Cincinnati" or three-column 
balance ledger. As compared with the Boston Ledger, this has the ad- 
vantage of showing the balances of each account for a long period in a 
form that makes it convenient to see at a glance the average bal- 
ance; while the carrying forward of unchanged balances is avoided* 
l]his form may be used in either a bound book or a loose-leaf binder. The 
latter is preferable, because it permits the arranging of the sheets in 
alphabetical order, making an index unnecessary; and because each ac- 
count may be given as many or as few pages as it needs. The size of 
the sheet, exclusive of binding space for a loose-leaf binder, is about 
eleven by twelve inches. 
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Another form of check and deposit journal is shown in Figure 
181. This is arranged much the same as the "Petty Journal" shown in 
Figure 129> but does not include the columns for proof of posting. The 
latter may be written, if desired, on separate sheets of paper; it may, 
by the exercise of a little ingenuity, be taken off on the adding machine; 
while some companies dispense with it altogether, relying upon the 
monthly trial balance to detect any possible errors in the computation of 
balances. 
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Fio. 130. — Baulxcb Ledokr. 

In some companies, particularly in the older and larger companies in 
the East, the old plan of having both debit and credit "scratdiers" or 
journals is still in use. Under this plan the checks are listed on cheok 
scratchers, a form of which is shown in Figure 132, and the deposits 
are listed on deposit scratchers, a form of which is shown in Figure !$$• 
In both of these forms, the columns at the right, not filled in in the fig- 
ures, are for the continuation of the work begun in the first columns, thus 
giving space for more entries on each page. Often, however, only the 
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single ruling is included on each page. Various forms of ledgers are 
used with these scratchers^ some companies still continuing the use of the 
old-fashioned two-column ledger^ without a balance column — ^the ruling 
of the ledger being practically the same as that shown in Figure 133, 
with the addition of date columns on both debit and credit sides. In the 
newer companies^ however, it is far more usual to employ one of the 
various forms of ledgers having balance columns. 




Fio. 131. — Check and Deposit Journal. 
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Fio. 139. — Check Scratcher. 
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Fio. 133. — Deposit Scratcher. 



A number of plans have been devised to lessen the labor of keeping 
individual accounts, the particular aim being to do away, so far as pos- 
sible, with the entering of items on both journal and ledger, the items 
being entered in the ledger directly from the original credit or deposit 
slips and from the checks. Figures 134 and 135 illustrate one set of 
forms devised with this end in view. The ledger, shown in Figure 135, 
is a modified form of Boston Ledger, involving some of the features of 
that ledger and some of the "Cincinnati" or three-column balance ledger. 
It may be either permanently bound or used with a loose-leaf binder, the 
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Fio. 134. — Memorandum Check and Deposit Journal, with Tmial Balance. 



latter being more usual. The entries are made in this ledger directly 
from the deposit slips and the checks; and^ as will be seen from the fig- 
ures^ all the detail work is done in the ledger. As each account is posted 
iu the ledger from the original items, the total debits and the total credits, 
together with the old and the new balances, are entered, from the ledger, 
in the form shown in Figure 184, which is an abbreviated journal com- 
bined with a proof of posting. Here, it will be noticed, the old practice 
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Fio. 135. — Individual Ledger. 
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Fig. 136. — Interest Statement. 



is reversed — the items being posted from the ledger into the journal^ in- 
stead of vice versa. The use of the so-called journal in this case is merely 
to record the total day's work in compact form^ and to prove that aU 
items have been entered in the ledger. In order to abbreviate the work 
as much as possible^ the accomits nnder each letter of the alphabet are 
numbered from 1 up: those whose initial letter is A being numbered Al> 
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A2^ AS, etc.; those whose initial letter is B being numbered Bl, B2, B3, 
etc. In the journal (Figure 184) instead of the names of the accounts 
these numbers are entered as a means of identifying the items. When 
the work of the day is completed^ this "journal" will contain the totals 
of all the credits and debits for the day; and if the work has been done 
correctly, the totals of the "Checks" and "Deposits" columns will agree 
with the totals of these items as shown on the proofs. At the same time 
the fooAngs of the "Old Balance" and the "New Balance" columns, with 
the total deposits added to the former, and the total checks added to the 
latter, will agree and furnish a proof of posting in the same manner as 
was explained in connection with Figure 129- If several ledgers are 
used, as is necessary in the larger companies, one of these journals is of 
course used with each ledger. 

The custom of paying interest on daily balances on checking accounts 
which have satisfactory balances is a growing one. The terms on which 
interest is allowed vary somewhat in different localities, but interest at 
tlie rate of two per cent, per annum on daily balances of $500 or over is 
quite conunon. For the sake of convenience it is usual to compute and 
credit the interest about the 28th of each month. The interest statement 
is then ready to hand to the customer with his returned vouchers when 
his book is balanced on the first of the next month. Figure 186 shows a 
form of such an interest statement. It will be noticed that the balances 
are written in thousands and hundreds of dollars only, the figures in the 
units and tens columns being omitted. This method is followed in many 
institutions as a means of lessening the work, as it cannot in any case 
cause more than a slight difference in the amount of interest allowed. 
Sometimes the interest rule specifies that interest will be allowed on even 
hundreds of dollars only. 

Figures 187 and 188 show two forms of ledgers devised with a view 
to assist the bookkeeper in the computation of interest on accounts. In 
Figure 187> in the column headed "Days," is entered the number of days 
that each balance stands undisturbed. In the next column, headed "Ag- 
gregate," is placed the product of the balance and the number of days. 
The principle involved in the figuring of the interest is the same as that 
used in Figure 186; namely, that the interest on any given amount for X 
days is the same as the interest on X times that amount for one day. 
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Fio. 137. — Individual Ledger, for Accounts on Which Inibrebt is Allowed. 
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Thus, on the first line of Figure 187, the interest on $2,517.50 for four 
days is the same as the interest on four times $2,517.50, or $10,070, for 
one day. Hence, if at the end of the interest period (usually the 28th 
oi each month) the items in the column headed "Aggregate" be added, 
the interest for one day on the sum so obtained represents the correct 
interest on the daily balances of the account for the month. Figure 188 
represents the top portion of a ledger sheet which facilitates the compu- 
tation of interest, groups four accounts on each page, and shows on one 
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Fig. 138 — Individual Ledoee foe Accounts on Which Interest is Allowed. 

page the balances of each account for one month. Down the first column 
at the left of the page are printed the numbers of the days of the month; 
the numbers beginning, however, with the 29th of the month, and extend- 
ing through the 28th of the following month. This arrangement of the 
numbers is due to the fact already noted, that it is customary to compute 
interest at the close of the 28th of each month; and the page represents 
tlie work, not of a calendar month, but of an "interest month." At the 
bottom of each of the four sub-divisions of the page is printed "Interest 
at per cent., $ ." At the close of the month the balance 
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Fio. 139. — Trl4L Balance Book. 



columns are footed, and the interest for one day on the totals represents 
the interest for the month on the accounts. By the use of "short" leaves, 
cut at the top on the line just above the headings of the columns, the 
work may be continued for several months without transferring the names 
and balances. 

Whatever form of ledger is used for individual accounts a trial bal- 
ance should be taken once a month, except where the Boston Ledger is 
used, in which case the ledger itself furnishes a daily trial balance. For 
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the purpose of taking such trial balances^ many companies use a trial- 
balance book; a form of which is shown in Figure 189* The open book 
may show the trial balances for one year^ twelve columns being provided 
for the twelve months. By having some of the leaves cut short, along 
the heavy line just before the January colunm, the work for several years 
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may be shown without rewriting the names; but in such case a consider- 
able space should be left after the lists under each letter of the alphabet, 
for the insertion of the names of new accounts. Overdrafts are entered 
in red ink in this form of balance book: but some forms provide two col- 
umns, one for credit balances and one for debit balances. In many insti- 
tutions, the introduction of the adding machine has done away with the 
trial-balance book, the trial balances being taken off on the adding- 
machine, which is of course a much quicker and easier way. These add- 
ing-machine lists are preserved by pasting them in scrap-books, or by 
filing them in envelopes. 

An important part of the duties of the individual bookkeeper or of 
his assistant lies in the careful preservation of deposit tickets and of 
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Fig. 141. — Statkmext op Accouht. 

checks. The latter are cancelled at the close of the day's business, and 
filed away alphabetically by the names of the drawers until the pass- 
books are written up and the checks returned to the customers. The de- 
posit tickets, which are kept permanently by the company, are filed either 
by dates, all tickets for the day's work being filed together in alphabetical 
order, or alphabetically by the names of the depositors; some companies 
preferring the one method, and some the other. 

The pass-books for all active accounts should be balanced, and the 
checks returned to the depositors as vouchers, once a month. The 
methods of balancing or "writing up" the pass-books have been shown 
in Figures 110 and 111. In practice it is found to be a difficult matter 
to get all customers to bring in their pass-books for balancing each 
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month; and there is always a considerable number of depositors who fre- 
quently fail to bring their pass-books when making deposits. These 
factS; together with other considerations^ have led many companies to 
adopt the practice of sending monthly statements of accounts to all de- 
positors, the pass-books being used merely as the depositor's record of 
deposits made. Figures 140, 141 and 142 show different forms of state- 
ments of account, those in Figures 141 and 142 being practically copies 
of the ledger accounts in the old-style debit and credit ledger and the 
balance ledger respectively. Some companies have the statements kept 
up regularly as duplicate ledgers. The advantages of such a practice 
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Fig. 146. — SiATEiiExrT or Acoouxr. 



are twofold : it furnishes a check upon the correctness of the work on the 
regular ledgers, and it keeps the statements always up to date, so that 
the customer may be furnished with a statement of his account on de- 
mand. The plan also distributes the work of preparing statements- 
throughout the month, instead of requiring it all to be done at the close 
of the month, as is the case where the pass-books are called in for bal- 
ancing. If the duplicate ledgers are kept by a separate set of book- 
keepers, a check is obtained against possible dishonest practices on the 
part of any one bookkeeper. Figure 148 shows another form of state- 
ment of account, which is printed on the face of an envelope, in whicb 
the vouchers are enclosed when the statement is handed to the depositor. 
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It is not the lumal practice to take the depositor's receipt for the 
Touchers returned to him; bnt this is done by some companies, and there 
are those who maint^iin that a receipt in such a case is quite' as important 
as a receipt for any Talnable papers. One form of snch a receipt reads 
as follows: ''Beoeiyed from the Blank Trust Company of Chicago, Illi* 
nois, my pass-book, balanced, with paid checks. Unless advised to 
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the contrary within five days, the balance may be considered correct, and 
the paid checks in all respects genuine." 

A tronblesome thing for the individoal bookkeeper to handle is the 
stopping of payment on customers' checks. Sometimes a rack is proTided, 
in which are placed cards like that shown in Figure 144, containing de- 
scriptions of the checks of which payment is ordered stopped. Another 
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Fia. 144. — Stop-Patmbkt Memobakdux. 

plan is to paste on the ledger a slip like that shown in Figure 145. A 
third plan, and probably the safest one, is to make duplicates, from the 
descriptions furnished, of all checks of which payment has been ordered 
stopped. When the incoming checks are arranged in order for entry in 
the books each day, these duplicates are inserted in their proper order 
with the other checks, so that the memorandum is found where the book- 
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keeper cannot easily overlook it. These duplicates are kept and used 
daily for a' week or two^ after which time the date of the check will of 
itself put the bookkeeper on his guard against paying it without investi- 
gation. 

The General Books. 

If a general system of proofs, such as that described in connec- 
tion with figures 124 to 1S7, is in use, the first form needed by the gen- 
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Fio. 146. — General Bookkeeper's Proof. 



eral bookkeeper for the record of the day's work is his proof, a form 
of which is shown in Figure 146. On this proof he lists the items 
received from or sent to the other workers, in the same manner as 
has already been described for the tellers' proofs, figures 124 to 127. 
When all of the items (except the bookkeepers' totals) have been 
entered, the totals are listed in the places indicated under the head- 
ing "Summary" at the right of the bottom of the proof: and if the work 
has been done correctly, the total of the debit items will agree with the 



Digitized by 



Google 



281 



TRUST COMPANIES. 



total of the credit items. The bookkeeper then has a proof of the cor- 
rectness of his work for all items except the totals to be famished 
him by the individual bookkeepers^ draft tellers^ etc. When snch totals 
are received they are entered in their designated places under the head- 
ing "Smnmary" at the left of the bottom of the proofs where are also 
entered the totals of the general book items listed on the proof. Mean- 
time the general journal is written up^ and the correctness of the work 
there is indicated if the total debits and total credits agree with sneb 
totals as shown by the final "Summary" on the proof. The difference 
between these totals shows the amount of "general cash" at the close of 
the day's business; and with this figure the amount of "general cash" 
shown by the paying teller's summary of general cash^ figure 126^ must 
agree. 
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Fio. 147. — General Journal, Left Page. 



For a general journal many companies still use the old-style two- 
column journal with debit and credit pages. Figure 147 shows the left- 
hand or debit page of such a journal. The right-hand page is ruled in 
the same way^ having the heading "Cr." instead of "Dr." Much more 
convenient than the old form is the improved general journal shown in 
Figure 148, in which debits and credits are entered on one page, and the 
names of the accounts, being in the center, need not be repeated for debit 
and credit entries. The width of the page is about 18% inches. Figure 
149 shows another form of one-page general journal, having a different 
arrangement of the amount and explanatory columns. 

For a general ledger, the old style ruling, without balance columns, 
is still in use by some companies; but ledgers having balance columns 
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«re decidedly preferable^ and are in general use. Figures 150 and 151 
4Bhow two forms of such a ledger — that shown in figure 151 being the 
tetter of the two, because it more distinctly separates debit and credit 
items. These ledgers may be either permanently bound or in loose leaf 
form. 
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Fig. 149, — General Joukkal. 
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Fio. 150. — General Ledger. 



Digitized by 



Google 



286 



TRUST COMPANIES. 



The general bookkeeper enters the balances from the general ledger 
in the daily statement (or balance) book^ which serves the double pur- 
pose of a daily trial-balance of the general accounts and a condensed 
statement^ which enables the officers to see the condition of the company 
at a glance. 
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Fio. 151. — Gekeral Ledoei. 

In its simplest form this book is merely a list of the balances of the 
general ledger accounts^ so arranged that separate footings may be taken 
of the debit and credit balances, to show their agreemtot Figure 152 
shows an old form of daily statement, in which the accounts are listed 
in the order in which they are found in the bound general ledger. As 




Fig. 152. — Daily Statement, Old Sttle. 
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Daily Balances. 
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Fio. 153. — Classified Daily Statemekt. 



will be seen^ two columns are required for each day's statement; and the 
book is usually arranged to show a week's work on each double page. 
By having some of the pages "cut short" along the line just after the 
names of the accounts^ the frequent rewriting of the names may be 
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The Blank Thist Company. 
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Fio. 154. — Daily Statemekt. 

avoided. In the larger companies, however, the names are usually 
printed in the book, and the short leaves are then unnecessary. Figure 
15$ shows an improved form of daily statement^ in which the different 
accounts are grouped according to classes, and the totals of the classes 
are shown in red ink. The resources and liabilities are grouped sepa- 
rately, and only one column is used for each day's work. The balances 
for two weeks may be shown on each double page. Other forms of 
statement books provide an extra column for the group totals shown in 
Figure 153. 

Some companies have each day's statement written on a separate 
sheet of paper, the sheets being filed in a loose-leaf holder. Figure 154 
shows a form of such a statement, which includes also a memorandum of 
accounts opened and closed. 
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The arrangement of the details of the statement of course varies 
with different companies^ according to the accounts carried and the 
character of the business. For example^ some prefer to show in the 
general statement the balances in each of the depository banks^ while 
others show^ as in Figure I53y simply the totals^ and give the details in 
a separate statement devoted to the reserve. 



'?i^u^iv.-Lt^ if 




Fio. 155. — BosTOK Ledoee foe Gemibeal Accoukts. 



These three books — ^the journal^ the ledger and the statement book — 
are the ones included in what is sometimes called the "three-book system" 
of keeping general accounts. Instead of this^ some companies use the 
"one-book system" — ^the one book being a modification of the Boston 
Ledger. A form of such a ledger is shown in Figure 155. As a study 
of the figure will show^ the accounts are kept in this book in practically 
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the same way that individual accounts are kept in the regular Boston 
Ledger. The book serves for both journal and ledger^ the entries being 
made directly from the original debit and credit tickets. Except for the 
convenience of the officers^ a separate daily balance book is not needed^ 
as the balances in this ledger provide a daily statement. In this form» 
the resources are grouped at the top^ and the liabilities at the bottom of 
the page^ so that only one balance column is needed. Some prefer^ how- 
ever^ to have two balance columns side by side for debit and credit 
balances respectively. This may be done by simply adding another 
balance column in the form shown in Figure 155 — the balance of the 
ruling being the same. Figure 156 shows the ruling of another form 
having wider description columns; and Figure 157 shows a form with 
wide description columns and two balance columns. In both of these 
figures the ruling for one day's Work only is shown; that for the other 
days being the same. 
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Fio. 156. 
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Fig. 157. 



An evident objection to this method of keeping the general accounts 
is that the book does not provide much space for the description of items ; 
which^ for some accounts^ is quite necessary. To overcome this obstacle^ 
some bookkeepers use an auxiliary book^ in which are carried in detail 
those accounts whose items are apt to need much description^ only the 
totals for such accounts being entered in the regular ledger each day. It 
is of course possible to do away entirely with the description columns and 
use the book strictly as a ledger^ with a regular journal for details. 

Entries on the general books are usually made from debit and credit 
slips which are furnished to the general bookkeeper by the various tel- 
lers^ bookkeepers and officers. Figures 158 and 159 show forms of debit 
and credit slips respectively. Figure 160 shows a combined debit and 
credit slip^ which is convenient when both debit and credit go to the same 
bookkeeper. As a matter of convenience in filings it is well to have all 
slips of this character of the same size and shape; although some prefer 
to have the debit slips of the size and shape of the company's cheeky and 
the credit slips of the size and shape of the deposit ticket. After using, 
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the slips should be carefully filed for future reference, as they are the 
general bookkeeper's vouchers for entries in his books. In all cases the 
slips should be signed or initialed by the person responsible for the trans- 
actions represented. Theoretically they should be signed or "O. K/d" 
by an officer; but this is practically impossible in a large institution. 
Charges to the expense account, however, should invariably be approved 
by an officer. Many companies have a special form of debit slip or 
voucher for petty expense items, and Figure l6l shows a form of such a 
voucher. Petty expense items are often carried by the paying teller in 
his cash until the close -of. the week or month, when their total is entered 
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Fig. 158.— Dbbit Sup. 
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Fio. 159. — Credit Slip. 



on the general books. Instead of debit and credit slips, some companies 
use a bound book known as the charge and credit book; but while this 
provides a permanent record of such items, it is rather too cumbersome 
for a company doing a large business; and it is doubtful whether it adds 
anything in the way of safety. 

In addition to the regular books of account, the general bookkeeper 
prepares or gathers from the heads of the different departments, daily 
reports, which, with the general statement, are placed each morning upon 
the desk of the executive officer. In a large company, these include re- 
ports from all the various departments — banking, savings, trust, safe-de- 
posit, bond, real estate, etc. The amount of detail given in these reports 
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varies in different companies; some of the items covered being lists of 
accounts opened and accounts closed^ with the sources of the former and 
the reasons for the latter; loans made and paid; overdrafts; details of 
tlie reserve; over and short cash; large deposits or withdrawals; new 
trusts received; trusts closed; important transactions in the trust depart- 
ment; investments made and investments sold; purchases and sales in the 
bond department; safes rented and safes surrendered, etc. These reports 
often contain a comparison with the figures for the same items on the cor- 
responding date of the previous year. Figure l62 shows a portion of a 
daily report for the banking department, showing a list of new accounts. 
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Fio. 160. — Debit and Credit Slip. 
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Fio. 161. — Petty Expense Voucher. 



Monthly, semi-annual and annual reports are also compiled^ these 
usually including comparative statements to show the growth of the com- 
pany month by month or year by year. The general purpose of such re- 
ports is to enable the executive officers — ^who naturally have little time for 
details — ^to quickly inform themselves of the condition and the trend of 
the business. 

The Loan Department. 

There is considerable difference among trust companies, as among 
banks, in the manner of handling the details connected with the mak- 
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ing of loans. The methods vary with the size of the company, the 
character of the business and the preferences of the officers. In some 
companies all the details, including the keeping of the records, are 
attended to by the loan clerk and his assistants; while in others much 
of the detail, as to records especially, is handed over to other workers. 
Often the loan clerk keeps no journal, all the loan items being detailed 
in the general journal from debit and credit slips which the loan clerk 
hands to the general bookkeeper. In some companies the loan clerk 
keeps a cash drawer and issues official checks, paying out the proceeds 
of loans directly ; while in others cash payments are made by the paying 
teller, and checks are issued by the draft teller or other employee. The 
records here described are such as are used in cases where all the details 
connected with loans are attended to in the loan department. 
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Fio. 162. — PoHTiox OF Daily Report. 



The loan teller's proof, being arranged according to the same princi- 
ple as that of the proofs already described,^* need not be reproduced 
here. 

A number of styles of loan journal are in use, probably the most 
common style being one having several columns for the different classes 
of loans handled, and one or more columns for interest items. Figure 
l68 shows a form of such a journal. In this form the interest on the 
different classes of loans is shown separately. Other forms have only 
one column for interest. The columns headed "Accrued Interest" are 
for the entry of interest items accruing at the regular interest periods; 
it being the practice of some companies to charge the total interest ac- 
cruing at such periods to an account in the general ledger entitled "Ac- 
crued Interest," and to credit it at once to earnings. Payments of such 



74 See Figures 124-127. 146. 



Digitized by 



Google 



«94 



TRUST COMPANIES. 





" " T 


tl - 




k* 








1 ^ I 








"C 


^ -- 


1 " ■ : 


"^ 






u 1 —- 


J 


3 ^ -- 


1 






""""""""Tl 


(/: 


r <i c 


: 


% — — - — -a 








! ] "" 


( ( 


• 








1 "! 




1 - -i -- 


::_::.'::: 


c 1 — . _ ™ 




1 1 ] ] 


" "]"i::: 


5II| - -^- ^- 


Jl 


' ill 


1111^1 ^ 


s 


::": mi s 


tf 


1^ 




--- 1 






§ 












S 1: 




T ^^ 




' 




it 
















8 




t _ 




J 




: - -^- 


■; "tj ^ ~ 


1 . 1 




ui iti 


1 : 


1 ^^ ^ 








s ! :] -Z 




8 sr^ -+-T 




1 




i < 4- -U 




M J t ! 






Digitized by 



Google 



FORMS FOR BANKING DEPARTMENT. 



295 



lO;ijL.^ CR 



^^vu-^ 



glMAHffWftW' 



w.^,//:j_ 



^'llfh .?./t^tf^ 



MHMW 














/^/vc- 


momn 


"W 


*m 


MMWr 


f^] 




>M-- 1 


MMPM 


lUtJL 


l»f 


iiU. 


r-<r 




^V 




^ 


W 


^-? 





OOC 














30OO 




^ 


IT 


iwtu. 


us 




V>7 


ST? 




r>r^ 


S^? 


2 


nc?^ 














^nnn 




ci_< 


/JT 


V 


hT 




AT 


Tn 
















/A 


/ 


Don 








A^r 


'^7 


J&/^ 


hT 




'ff ^ 


c^ 






















































































































































































. 










1 










































































































































— . 
































































































































































































































































































■ 


























































































































































































































































































































































































« 


l-wj 


. w. ««* It 


■•• 




























'■>■ 


L-^«*. 





Fio. 164. — Face of Card Ledoek foe Desiand Loams. 
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Fio. 165. — Back of Card Ledger for Demand Loaks. 
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interest are then credited to accrued interest as received; and the balance 
against this account at any time shows the amount of past-due interest 
This plan insures that interest shall be placed to the credit of earnings 
during the period in which it is earned^ and it also serves as a safeguard 
against overlooking any past-due items of interest. The totals of the 
different columns in this journal are handed to the general bookkeeper 
on debit and credit slips at the close of each day's business. 
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Fio. 166. — Fom fob StrMnrcnoif of Collatebal. 
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Fio. 167.— -Face of Caed Ledoeb for Time Loans. 
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Cards are quite generally used for loan ledgers. Figure 164 shows' 
the face^ and Figure l65 the back^ of such a card ledger for demand 
loans. As' a study of the figures will show^ the loan account and the 
interest record are kept on the face of the card, the back being devoted 
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to a description of the collateral^ and to the receipt which is taken when 
collateral is delivered. The receipt on the card is more convenient than 
a separate receipt, as it insures that everything in the way of record of 
closed-out loans shall be filed together. With some loans, however, and 
particularly with those of brokers, the changes of collateral are so many 
that there is not room on the loan card for the various receipts. For 
such cases it is convenient to have a separate form for the substitution 
of collateral, such as is shown in Figure 166. The separate receipt is 
useful also in the numerous cases where the owner of the collateral does 
not come for it in person, but sends a messenger. 
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FlO. 169. — COIXATERAL LiNE LeDOER. 

Figure l67 shows the face, and Figure l68 the back, of a card ledger 
for time loans. In this form the loan account and the description of 
collateral are given on the face of the card, the interest record and the 
receipt being on the back. These ledger forms may easily be adapted 
to permanently-bound or loose-leaf books if desired. 

It is important to know at all times the amount of loans carried on 
each kind of collateral, to avoid loaning too heavily on any securities, 

^ ^^' 1T»»1 1 MUMIHTWm lUUU 



••T 


-..-.. 


^ 


*•. 


M 


•war 


"• 


Pm 


^= 


TTi 


AM 


= 1 


H r 


^i^ 




fxo 


2^ 


."% 


Aftrt 












ze 


:^ 


Q/V^ 




f <p 


2 




(in 


*T>« 


u 


nt^ 












7i7 


9 


?ftl? 


. 




/^m.. <^-U (Zf^ 


/oo 


*» 


V) 


QQC} 












li^ 


ftf. 


^vN^^ 




^\& 














^Q 


(i 


OQQ 




nf 


(( 


iTOf} 


























































































































































































































































r^ 






















































"• — 




) 


1 














' 


nWMi 


— . 


^ 



Fig. 170. — Collatehal Line Ledgeb. 
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;uid for reference in case loans must be called because of decline of 
collateral. For this purpose a collateral line ledger is used^ of which a 
loose-leaf form is shown in Figure l69y and a card form in Figure 170. 
The figures are self-explanatory. Figure^ 171 shows a card used for 
a collateral line ledger on a different plan. An index card is provided 
foe each kind of collateral^ and behind each index card are filed the 
cards like that shown in Figure 171^ a separate card being used for each 
loan. When a loan is paid^ or other collateral substituted, the old card 
is removed from the file and destroyed. To get the total of any given 
collateral held, or the amount of loans on same, it is necessary to add 
the amounts on the several cards that may be filed after the index card. 
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FlO. 171. — COLUiTERAL LiNE LeDOER CaRD. 

Figure 172 shows a form of collateral note used in New York city. 
A shorter form, used in a large city ii; the Central States, reads as fol* 
lows: 

$ CINCINNATI, 190.... 

On demand after date promise to pay to the order of 

THE BLANK TRUST COMPANY at Its office 

DOLLARS, 

for value received, with interest at the rate of per cent, per an- 
num, payable quarterly on the 15th days of March, June, September 
and December of each year, unpaid Installments of interest to draw 
interest at the same rate as the principal, having deposited with said 
Company as collateral security for payment of this or any other liabili- 
ty or liabilities of to said Company, due or to become due, or that 

may be hereafter contracted, the following property, viz.: 



The market value of which Is now $ ; with the right to call for 

additional securUy should the same decline; and on failure to respond, 
this obligation shall be deemed to be due and payable on demand, with 
. full power and authority to sell and assign and deliver the whole of 
said property, or any part thereof, or any substUutes therefor, or any 
additions thereto, at public or private sale, at the option of said Com- 
pany, or Its assigns, and with the right to be purchasers themselves 
at public sale, on the non-performance of this promise or the non- 
payment of any of the liabilities above mentioned, or at any time or 
times thereafter, without advertisement or notice, and after deducting 
all legal and other costs and expenses for collection, sale and delivery, 
to apply the residue of the proceeds of such sale or sales so to be 
made, to pay any. either or all of said liabilities, as said Company, or 
its president or treasurer shall deem proper, returning the overplus to 
the undersigned. 

No 



Address. 
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This form^ providing as it does for quarterly payments of interest 
on a demand note^ illustrates the custom in some localities of carrying 
demand loans for several months or even years^ so long as the collateral 
does not decline in value to a point which makes the margin too small. 
It is evident that this is quite different from the "call" loan as usually 
carried in New York city. 
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and in any such event sll property of the underdgiMd in tlw possession or under ttie control of ttie Trust Company shall be 
eolUteral security hereunder. 



(X>WL^^<R. Su..^ 



Fro. 172. — Collateral Note. 

A power of attorney for the transfer of stock is printed on the back 
of each stock certificate; a customary form of such a power being as 
follows: 

For value received hereby sell, assign and transfer unto 

shares of the capital stock represented by the within certificate^ 

and do hereby irrevocably constitute and appoint at- 
torney to transfer the said stock on the books of the withln-named 
company, with full power of substitution in the premises. 

Dated 190.... 

In presence of 



For various reasons^ however, borrowers often prefer to sign a 
separate power of attorney, and a form for same is shown in Figure 
17S. 
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In cases where loans are made to corporations^ it is necessary to have 
evidence of the authority of the officers of the corporation to hypothecate 

TKANSFKR OT flVOCK. 










. ^ . St A<>^ 






Fio. 173. — Power of ATTomirEY Foa Tsakbfek of Stock. 

its securities. For this purpose a copy of the resolution of the board 
of directors of the corporation authorising such hypothecation is re- 
quired^ a form for which is as follows: 

COPY OP RESOLUTION. 

At a refiTular meeting of the Board of Directors of the 

Company of held on the 

day of A. D., 190 the following resolutions were ua- 

animously adopted: 

RESOLVED* that the president, vice-president secretary or treaa- 
urer of this company are. and each of them Is hereby authorized and 
empowered to borrow on behalf of this company from the Blank Trust 
Company from time to time, such sums of money as such officers or 
either of th«m may deem expedient, not exceeding In the aggregate at 
any one time the sum of dollars, on such terms and condi- 
tions as such officer so acting hereunder may approve, and to pledge as 
security for the re-payment of each of such loans such securities or as- 
sets of this company as may be required, and agreed upon between 
such officers and the Blank Trust Company, and to give this company's 
obligation or obligations in evidence thereof, and from time to tlms 
when any obligation evidencing any of such loans matures, to renew 
the loan in whole or \n part until the same is paid In full; and that 
each of such officers is also authorized to borrow money from the Blank 
l*rust Company on behalf of this company, from time to time by re* 
discounting with said Blank Trust Company any of the bills receivable 
held by this company, not ejcceedlng in the aggregate at any one time 

the sum of dollars, on such terms as such officer may ap* 

prove; and the Blank Trust Company may, at any time, apply any 
money or property in Its hands belonging to this company to the pay- 
ment of an y Ind ebt-edness of this company to It. whether due or not. 

RESOLVED FURTHER, that a certified copy of these resolutions be 
sent to said the Blank Trust Company, and that they shall remain in 
full force until written notice of their repeal shall have been given to 
the Blank Trust Company, and until all indebtedness which may have 
been incurred as afore said shall have been fully paid and satisfied. 

THIS IS TO CERTIFY, that the foregoing Is a correct copy of the 

record of a meeting of the Board of Directors of the Company, 

of held In said city on the day of A. D., 190.... 



(Affix seal of company here.) 



The officer oertifirlng the c0py of resolutions should be other than 
the officer on whom the resolution eonf«^s power to borrow the money. 

It sometimes happens that a person wishes to get a loan on securi- 
ties which are in his possession^ and are properly endorsed for transfer^ 
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but are not his personal property. In such cases^ it is best to have from- 
the owner of the securities a certificate showing that the other person has. 
authority to pledge them as collateral. A form used for this purpose is. 
as follows: 

AUTHORITY TO HYPOTHECATE SECURITIES. 

Buffalo. N. Y., Aug. 5, 1906. 
To the Blank Trust Company. 

THIS IS TO CERTIFY, That John Jones Is hereby authorized to 
hypothecate Xor his own account or otherwise, 100 shares of The Lake 
Shore and Michigan Southern Ry. Co. stock standingr in my name, as 
security for any loan or loans made by the Blank Trust Company to 
him or for any other indebtedness of his to said Trust Company, and to 
receive said security upon payment of such loan or indebtedness. This 
authority is good until revoked by me !n writing. 

MARY R. JONES. 
Witness: Wm. Smith, 

For the safe-keeping of the notes and collateral^ loan envelopes are 
provided^ made of manila paper or of strong paper re-enforced witb 
doth^ and having printed on the face memoranda regarding the con- 
tents. Figure 174 shows the face of such an envelope. These envelopes^ 
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Fig. 174. — Face of Collateral Loan Exvelope. 



are filed alphabetically in the drawers of a cabinet which is kept in the 
vault. A convenient arrangement is to have this cabinet made of metal 
and mounted on trucks^ so that it may be placed in the loan cage during 
business hours. On each envelope^ as the figure shows^ are recorded the 
name of the borrower^ the date^ number and amount of the loan, and a 
list of the collateral; the plan involving the use of a separate envelope 
for each loan, even when there are several loans to one person. Some 
companies, however, keep the collateral of all the loans of each customer 
in one package, using expansible wallets which will contain a considera- 
ble number of papers. In cases where the collateral consists of a number 
of bonds too large to be placed in an envelope or wallet, the bonds are 
kept in a specially prepared place in the vault, and a memorandum of 
same is placed in the loan envelope. In some companies all collateral* 
for loans is kept always in the vault under joint control of two officers, 
or of an officer and the loan clerk, or of one of these and the auditor or 
one of his force. 
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Some companies do not file the notes with the collateral^ but keep 
all notes together in a wallet^ for greater convenience in endorsing interest: 
and payments. 

Instead of, or in addition to^ keeping a record of loans and collateral 
on the same cards or sheets^ as indicated on the records above described^ 
some companies keep a record of the collateral in a separate book known- 
as the collateral i;egister^'a form of which is shown in Figure 175. Of 
this record one page (or more if needed) is used for each borrower. 
Another form of this record is shown in Figure 176. A third form 
contains space for the record of collateral of loons to different customers 
in consecutive order as the loans are made. Space is left after the list 
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Fio. 175. — Collateral Register. 
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Fio. 176. — Collateral Register. 

of collateral of each loan for possible changes in collateral; but on this 
form it is not possible to group together all the collaterals of each 
customer. 

Some companies keep a ''Loan Accession Book/' which is a register 
oi collateral loans in the order in which they are received, being similar 
in principle 'to a register of bills discounted, a form of which is -shown 
in figure 19^. Spaces are provided for the date, name of borrower, due- 
date, rate, amount and list of collateral. 



Real Estate Mortgage Loans. 

Applicants for loans to be secured by mortgages on real estate 
arc required to fill out application blanks giving particulars regarding 
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the property to be mortgaged. This information is primarily for 
the purpose of enabling the company to locate and appraise the prop- 
erty; and secondarily to bring to light any facts that might aid in 
forming an estimate of the desirability of the loan. Often the appli-- 
•cation itself shows that the loan wonld not be a desirable one, and ihe 
-company is saved the trouble and expense of making an appraisaL The 
amount of faiformation called for on the blank varies considerably with 
Afferent companies. Sometimes the applicant is required to sign a 
formal order authorising the company to make or procure a loan, and 
agreeing to pay all expenses incurred should the loan be declined* Other 
companies prefer to have an officer fill out the blank from verbal infor- 
mation given by the applicant, because the personal interview often 
brings out important information that would not be shown in a written 
Application. Figure 177 shows a short form of application blank. This 
is printed on card-board; and after the property has been appraised the 
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Fio. 177.— Rial EsiAn Loav AnucATioir Caid. 

cards are filed alphabetically by names of streets. In time these card- 
files become valuable sources of information as to property values in the 
-various localities in which the company makes such loans. On the back 
-of the card is shown a plat of the property and any remarks the ap- 
praisers see fit to record. 

Figure 178 shows a longer form of application blank, this being 
printed on a sheet of paper 14 by 8^ inches in size. 

After the appraisers have made their report, the application goes 
before the finance committee for approval or rejection; and, if ap- 
proved, the papers are signed and acknowledged, and the mortgage put 
•on record. The abstract is then ordered extended to include the mort- 
gage, and is examined and approved by the company's attorney before 
'the proceeds of the loan are paid to the borrower. If the examination 
-sbows an unsatisfactory title, the loan is not made, and the mortgage is 
•cancelled of record. If prior liens are shown, these must of course be 
^removed before the loan is made. 
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Fio. 178.— Real Estate Loax AppLiCATioir Sheet. ^ t 
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There are several styles of notes used in connection with mortgage 
loans. One is a simple promissory note containing a memorandmn of 
the fact that it is secured by a real estate mortgage^ such as that shown 
in Figure 179- Another form is more elaborate, and is accompanied by 
interest coupon notes. The mortgagors sign both the original note and 
the interest coupons; and the latter being in the form of notes are col- 
lected at maturity in the same manner as any note, thus making it un- 
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Fig. 179. — Mortgage Note. 
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Fig. 180. — Mortgage Note. 
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pecessary to send interest notices. A form of such a note is shown in 
I'igure 180, and one of the accompanying interest coupons is shown in 
Figure 181. This particular form of note and coupon is used for mort- 
gages on farm property. Figure 182 gives another form of interest 
coupon. 

The form of note with interest coupons is well adapted to loans 
which are to run for a considerable period, and particularly to loans 

» " , 
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Fig. 181. — Interest Coupox to Accompany Mortgage Note Shown in Fig. 180. 

made with a view to selling them to investors — a business which is stead- 
ily growing in volume, and which some companies make a specialty. 
The shorter form of note is better adapted to loans which are to run for 
a comparatively brief period, or which the mortgagor is to have the 
privilege of paying in part or in full at his option after a certain date. 
It is a common practice to make such notes for one year, and to carry 
them after maturity as demand obligations. 
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Fio. 182. — Interest Coupon to Accompany Mortgage Note. 

In Figure 183 is shown a form of mortgage note used in New York 
and elsewhere, and known as a bond. The document is a folded sheets 
containing four pages, of which only the first is shown in the figure. 
On the second page provision is made for the acknowledgments of the 
makers and the witnesses of the instrument. The third page provides 
forms for the record of interest payments and payments on principal, 
and the last page is the cover. 
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KNOW ALL MEN BY THESE PRESENTS, 

That I, uilllan H. k'antelle. 




The Title Guarantee and Trust company; 




beKiiwftcrdcrigMUdastbtobUfee.iatltMaof three thousana 



doUan, lawful money of tlie Unltid Statts, vkfeh tofli 1^ the aaidoldicor do hereby 

covcaast to pay to aaid obligee, 
its suoceeoor^ 

tiie twentieth day of AprlJU 

bandied and ten , with iatenat thcreoo, to be compoted fnm the 

tncntieth day of April . 190 a at the nte of six 

per oentnfli per aanom, and to be paid on tho twentieth day of October 

next cosoiflg tba date bereof , and ■emi-'annttally tbeicaftcr. m — i — ___^ 



MO IT la HKIIKav CXFimSLV AMIKKD THAT tho whola of iaid principal aom 
•baO boooae doe at tba option of taidobUfea aflar default in tiia payment of inteicet for thirty 
days, or after defanlt in the payment of any tiz or ameement for thirty daya. All of the 
covcnanu and agreemcnto made by the laid obligor in the mortgage covering picmisea 
theiein deaeribed and coUaterd heieto, are hereby made part of thia initrament. 

Signed and aeakdthia twentieth ^f^ April *^^Q' 

In TBS PBVSMCS OP 

Fia. 183. — MoBTGAOE Boxd. 
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The form of mortgage varies somewhat in different localities^ but the 
following wording of an Ohio form shows all of the essential features: 



MORTOAOB DESD. 

KNOW ALL MEN BY THE8E PRESENTS 



That 



the GRANTOR for the 

CONSroBRATION of DOLIaARS. 

(I ) received to full satisfaction of The Blank Trust 

Company, the GRANTEE, do GIVE, GRANT, BARGAIN, SELL AND 
CONFIRM unto the said GRANTEE, its successors and assigns, the 

following described premises: Situated in the 

of County of and State of Ohio, 

and known as 

be the same more or less, but subject to all legal highways. TO 
HAVE AND TO HOLD, the above granted and bargained premises, 
with the appurtenances thereunto belonging unto the said GRANTEE, 
its successors and assigns, forever. And the said GRANT- 
OR...., do for and heirs, executors and adminis- 
trators, covenant with the GRANTEE, its successors and assigns, that 

at and until the ensealing of these Presents well seized 

of the above described PREMISES as a good and Indefeasible estate 
in FEE SIMPLE, and have good right to bargain and sell the same 
in manner and form as above written; that the same are FREE AKD 
CLEAR FROM ALL INCUMBRANCES whatsoever, 



and that wlU WARRANT AND DEFEND said premises, 

with the appurtenances thereunto l>elonging, to the said GRANTEE, 
its successors and assigns forever, against all lawful claims and de- 
mands whatsoever ' 

And. .V.V .*.'.* \ ' the 'said'. '.*.'.'.'.'.!I'. !!!!!!!!!!!!!!*.!!!'.!!!! '.!'.!r. !!!!!'.*.! ! 

of said 

do hereby REMISE, RELEASE AND FOREVER QUIT CLAIM unto 

the said GRANTEE, its successors and assigns, all right 

and title of DOWER In the above described premises. 

THE CONDITIONS OF THIS DEED ARE SUCH, That, whereas, 
the said 

ha.... executed and del'i'vered to'the said The Blank Trust Company, 

promissory note. . . . , dated 

for the sum of DOLLARS, 

payable to its order 

after date, with interest at the rate of per cent, per annum, 

payable quarterly, on the Fifteenth days of March, June, September 
and December of each year until paid; principal and interest being 
payable at its office, and all overdue interest bearing interest at the 

rate of per cent, per annum, pajrable quarterly until paid; 

and ha agreed to keep the buildings on said premises, at all 

times until payment of said note, insured against loss or damage by 

fire, in the sum of at least I and under policies approved 

by and deposited with the Grantee and which shall provide for the 
payment of any loss under the same to the Grantee or Its assigns as 
its or their interest may appear; and ha. ...also agreed to pay all 
taxes and assessments levied on said premises as the same become 

due and payable; and ha also agreed that if such Insurance be not 

so procured, or such taxes or assessments so paid, that the Grantee 

or its assigns may procure or pay the same, and that will on 

demand pay to it or them, the cost of such insurance or amount paid 
for taxes or assessments, with interest thereon at the rate of eight 
per cent, per annum. 

AND GRANTOR... AGREE... , that if any taxes or assessments on 
said premises or any Installment of interest or principal of said 

note or premium of insurance, as herein provided for, be not paid 

when due or within fifteen days thereafter, then said entire principal 
shall also 'become due and payable at the option of the holder of this 
mortgage, and also that upon any such default, the holder hereof 
may take possession of said premises, rent the same, and collect all 
rents accruing on leases thereof, and after deducting Its reasonable 

charges therefor, apply the proceeds to the payment of said note 

or to the performance of any of the agreements above recited and 
may so continue to do until full payment and performance shall have 
been thus effected. 
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Now. If the said 

heirs, assigns, executors or administrators, shall well and truly pay 
the aforesaid note.... and interest thereon to the said The Blank Trust 
Company, its successors or assi^rns, and perform the several conditions 
above recited, then the above DE£2D shall be void; otherwise the same 
shall remain in full force and virtue In law. 

IN WITNESS WHEREOF, hereunto set hand 

at , Ohio, this day of 

In the year of our Lord One Thousand Nine 

Hundred and 

SIGNED, AND ACKNOWLEDGED 
IN PRESENCE OB' 



THE STATE OP OHIO, 
County, 



BEFORE ME, a in and for said County, 

personally appeared the above named 

, who aoknowledsed 

that did slffn the foregoinc instrument, and that the same is 

free act and deed. 

IN TESTIMONY WHEREOF, I have hereunto set my hand and 

ofRcial seal, at this 

day of A. D. 190.... 



A common form for the satisfaction of a mortgage is as follows: 
''The conditions of this mortgage have been complied with, and the same 
is hereby satisfied and discharged." This is usually printed on the back 
of the mortgage, ready for use when wanted. A form for the assign- 
ment of a mortgage reads thus: "For a valuable consideration, the re- 
ceipt whereof is hereby acknowledged, The Blank Trust Company here- 
by sells, assigns and transfers unto all its right, title 

and interest in and to the within mortgage and the obligation secured 
thereby." 

Journal records regarding mortgage loans are made on the journal 
already shown, in Figure 10*3; or, if no loan journal is kept, are entered 
upon the general journal in the same manner as records of collateral 
loans. In either case, the total figures for each day are of course recorded 
on the general books. The ledger forms may be similar to those shown 
for collateral loans, except of course that a description of the real prop- 
erty mortgaged is substituted for the description of collateral. The form 
of ledger will depend somewhat upon the local usages regarding real 
estate, and also upon whether the loans are usually upon city or coantry 
property. Figure 184 gives the form of a ledger card uniform in sise 
and style with the collateral loan ledger cards shown in Figures 164 and 

167. The size of the card is 5 by 8 inches. The interest record is given 
on the back of the card, and is the same form as that given in Figure 

168. A plat of the property, together with other information for which 
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Fio. 184. — ^MoBTGAOB Lbdoeb Card. 
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Fio. 185. — Mostoaoe Loak Ledges Sheet. 
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there is not room on the card^ may be given either on the loan envelope 
shown in Figure 186, or on a sheet contained in the envdope. These 
ledger cards and the loose leaves shown in figure 185 are filed in alpha- 
betical order, so that no separate index of the loans is required^ as ia 
the case when a bound book is used. In Figure 185 is given a loose-leaf 
ledger form 15 by 18^ inches in sixe, which provides space for more- 
elaborate information. The arrangement of the items could be improved^, 
but the form shows the information called for. 

The various papers connected with the loan, including the note, mort- 
gage, abstract and insurance policies, are placed in an envelope made of 
nianila or other strong paper; and the envelopes are filed in alphabetical 
order (or numerical order, if preferred) in cases like those already de- 
scribed for collateral loans. Figure 186 shows the face of such an en- 
velope. 

There is frequently occasion to release a portion of the property^ 
covered by a mortgage, upon payment of a part of the loan. A stand* 
ard form of release reads as follows: 

• 

RELEASE. 

For a valuable conidderatlon. The Blank Trutt Company hereby 
releases from the lien and operation of a certain mortga#e from 

to' theeedd The'eiank' Trust 'companyf and recorded In VoL 

on Paae County Records, so much of the 

property therein described as is known and described as follows, vis: 



without, 

however, invalidatina the lien of said Mortgage upon the remainder 
of the land therein described. 

.Signed this day of A. D. 

THE BLANK TRUST COMPANY. 



In presence of 



By 



THE STATE OP. 



County. 



Before me, a Notary Public, In and for said county, personally 
appeared the above named The Blank Trust Company, by 

of the said Company, who acknowledged that they and by them as its 
officers The Blank Trust Company did sign and • seal the foregoing 
instrument, and that the same is the free act and deed of the said 
The Blank Trust Company and of themselves as such officers. 

IN TESTIMONY WHEREOF, I have hereunto sot my hand and 

official seal at this 

day of A. D 



Notary Public. 

Miscellaneous Loan Forms^ 

When a payment is made on a note it is sufficient to endorse on its^ 
back the word "Paid/' with the amount of payment and the date thereof. 
It is a convenience, however, to have a rubber stamp for this purpose^ 
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showing the balance dae after the payment^ so that such balance may be 
seen at any time without having to stop to figure up the total of pay- 
ments made. Figure 187 shows a form of such a stamp. 

The loan department should keep a special tickler for its work. The 
old-time bound book tickler may be used, but cards are much more con* 
venient. Figure 188 gives a form of tickler card for maturities of time 
loans. A form of tickler card for insurance expirations has been shown 
in Figure 26. 

Notices of interest due on loans should be sent to borrowers ten days 
or two weeks bef9re such interest is payable. These notices need state 

•UL VTATX HOKTMCI UMI« l«.u£2£^ 




^ 



Fio. 186.— Envelope foU Mortoaob Loajt Papers. 
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Fio. 187. — Stamp for Ein)OR8EMEirT of Payments ok Notes. 
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Fio. 188.— Time Loan Tickler Card. 
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only the total amount of the interest and the due-date; but it is more 
satisfactory to the borrower^ and therefore often saves time in the end, to 
send a detailed statement^ showing the principal^ time^ rate and amount 
of interest for each item. Figure 189 shows such an interest statement. 
When payment is made^ the notice is stamped "Paid/' and serves as the 
•customer's receipt. Figure 190 shows a form having a stub attached^ 

tbe 

CiCVClAtU) M^IN* OF'FIOS-Wo. I BUO[L.ID A.VEL 

(Tru^ Compani? 



THS INTtSIST ON VOUM RCAL CSTATC LOAN WILL BE OUUUNE 19. I90e 
•CmOLV StND VOUM CHiOK IN ACCOKOANCC mTH THS STATSMtNT BtlOW. 

STATEMENT 

AMOUNT NO'S OAYS NATS INTUtST 

$4000. 6 6$S $120. 



PLtASt FNtStNT THIS STATCMCNT WITH VOUN MYMINT. 

Fig. 189. — IxTEREar Notice. 

which is a convenience when a large number of interest payments are 
received in a short time. When the payment is made^ the teller simply 
stamps the notice "Paid" with a rubber stamp bearing the date^ tears off 
the stub and places same on a spindle. This makes it unnecessary to stop 
at the time to make a book entry of the payment; provided^ of course, 
the customer remembers to bring the notice with him. 
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Figure 191 shows a form used for the record of interest due at the 
Tegular interest periods. The names of the borrowers are arranged in 
alphabetical order^ and the sheets are filed in a loose-leaf binder. The 
details of the interest on each loan are shown^ and from these sheets the 
-stenographer copies the matter for the interest notices sent to borrowers. 
IVhen the customer calls to pay his interest and has failed to bring the 
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Brk« Thb Nodcc Wlih You 
Fig. 190. — Iktebest Notice. 



interest notice^ the amount due from him is easily ascertained from these 
-sheets. In the last colunm, headed "Date Paid/' the date of payment 
is stamped with .a dating-stamp. The amounts in the column headed 
"Total Loans" furnish a trial balance of the loans on the date when the 
-statement is made up. • 

Some companies keep a loan book in which are entered all loans in 
the order in which they are made. A form of this book is shown in Fig- 
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Fio. 191. — Sheet fob Fiouii^fo Interest ok Loans. 



«re 192. The loans are numbered in consecutive order without regard 
to their kind^ real estate^ demand collateral and time collateral loans 
being included, as well as discounts in cases where a discount business is 
eonducted. This book is used principally by those companies which do 
not use a separate loan journal. When the latter is used the loan book 
13 superfluous. 
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Fig. 192.— Loax Book. 



At each meeting of the executive committee, or finance committee, or 
whatever committee has the supervision of loans, a list of all loans made 
since the last meeting of the committee is submitted, and the list is for- 
mally approved by the members of the committee placing their signatures* 



RECORD OF L0AH8 MA 
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Fio. 193. — Form for Report to Executive Committee. 
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-on the page. This record is a part of the minntes of the committee. In 
some companies the list is typewritten on a blank sheet or sheets of paper, 
which are filed in a loose-leaf binder. Figunre 1 93 shows a printed form 
i*or this nse. 

Bills Discounted. 

Although trust companies are in many states forbidden to discount 
paper^ there are several states in which they are permitted to handle 
this business, and the necessary forms are therefore included here. 

By some companies, all applications for discounts are entered in an 
"'Offering Book/' wherein are shown the maker or makers of each note, 
the endorsers^ the name of the person or firm by whom the discount is 
desired^ the amount and time of the note, and any remarks which will aid 
in forming a judgment as to the desirability of the paper. A column is 
^80 provided in which to note whether the paper is accepted or rejected. 
But many companies dispense with the use of this book^ and depend for 
this record upon the minutes of the finance committee. 

When paper offered for discount has been accepted, it is entered in 
the Discount Register, a form of which is shown in Figure 194. This 
record shows all necessary data regarding each note. The notes are en- 
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Fio. 194. — DiacouNT REOiaxEa. 



tered in the order in which they are received, and are numbered in con* 
fll^cutive order^ the numbers being written or printed in the register, and 
from there copied on the notes. 

At the close of the day the columns of the register showing the 
amounts of bills discounted and of discount or interest are footed for the 
day's work, and the totals are usually entered in the general journal 
directly from the register^ although some companies prefer to have each 
note entered separately in the general journal from debit tickets fur- 
nished by the discount clerk. The credits for the Bills Discounted ac 
count on the general books are generally made from credit tickets fur- 
nished by the discount clerk; but discount registers are in use which 
provide for the record of discounts paid. If such a register is used, the 
general bookkeeper gets the total credits^ as well as the total debits, foi 
the Bills Discounted account directly from the register. 

After a note has been entered in the register, a memorandum of its 
due date should be made in the discount tickler, a common form of which 
is shown in Figure 19^* If preferred a card tickler may be used instead 
of the book. 

The note should next be entered in the Discount Line Ledger (also 
called the Customer's Liability Ledger), three different forms of which 
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DISCOUNT TICKLER 
Thursday too- 



rOIIM NO.M. 
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Fig. 195. — Discouxt Tickler. 

are shown in Figures 196, 197 and 198. The headings of the columns' 
make these figures self-explanatory. It will be noted that the ledger 
shown in Figure 197 separates accommodation and commercial paper,, 
while that shown in Figure 198 separates paper on which the customer is 
maker from that on which he is endorser. The object of this record 
is to show the amount of paper that is being carried for each customer, 
so as to prevent any one from getting more than his proper amount of 
credit; and also to show the kind of paper usually offered by the customer 
and the parties whose paper he handles. 
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Fio. 196. — Line Ledger. 
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Fio. 197. — Line Ledger. 
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Fig. 198. — Line Ledger, 
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^Dollare,. 



to the order of Q.NCX/yJU^, :S^ 

n h^^ 'io^^ti. 3a a.A QeM^a-Mtf - Value received, with Interest 
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Fig. 199. — Common Form of Note. 
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JVame ( CorporuU styU under charUr) . 

Business ^ 

Loemtien 



..Brmuekes .. 



Per the purpose of procuring credit from time to time /rent you for our negotiable popor or otkervise, ve furnish you 

with tke following statement wkiek fully and truly sets forth our financial condition on tke ^^.dS»^ of 

190.. ; which sta te m ent you emu consider as continuing to hefuUand accurate unless 

notice i^ change is given you. We agree to nvtifyyou prontpUy of any change that materiidly reduces ouf pecuniary 
responsiiility 

In consideration of the grouting of such credit^ we agree that if we at any time stop payment or become insolvent ^ or 
commit an Act of Bankruptcy ^ or if any of the representations made below prove to be untrue^ or ifweftil to notify' 
you ofat^ material change as above agreed^ than and in either such ease all our obligations held by you shall immed- 
iately become due and payable without de ma nd or notice, and the same may be charged against the balance of any 
deposit account kept by us with you, we hereby giving a continuing lien upon' such balance of deposit aceoitnt front 
time to time existing to secure all our obligations held iyyou. 
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Fio. 200. — Form for Statements of Borrowers. 
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A common form of a note is shown in Figure 199* 

Applicants for discounts are usually required to fill out statements 
showing the condition of their business^ as a means of determining the 
amount of credit^ if any, which it is safe to give them. A standard form 
for such statements has been adopted by the American Bankers' ABSoda- 
tion^ which is shown in Figure 200. This form is for the use of corpora- 
tions asking for accommodation. The form for individuals and partner- 
ships is much the same^ except that it omits the items applicable only to 
corporations. 
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The determination of lines of credit is a difficult task^ and if done on 
a large scale requires a special equipment. The larger banks maintain 
separate credit departments devoted to this work and furnished with 
ample equipment. The subject belongs to a treatise on commercial bank- 
ing rather than the work of the trust company^ and readers interested 
are referred to discussions of the credit department of banks in current 
banking periodicals and in published books on the subject. 

Inyestment Records. 

To a larger extent than banks, trust companies usuaUy invest a por- 
tion of their funds in bonds and standard stocks. Journal records of 
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Fio. 201. — Investment I^edger. 
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Fio. 202. — Record of Income on Investments. 
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such investments are usually made in the general journal, although some 
companies use a special investment journal, the general arrangement of 
which is similar to the loan journal shown in Figure l68, separate col- 
umns being provided for Bonds, Stocks and Sundry Investments. The 
total amount of investments at any time is shown in the investment ac- 
count or accounts in the general ledger. Sometimes all investments are 
carried in one account, and sometimes separate accounts are carried for 
bonds and stocks. The detail of investments should be shown, except in 
small companies where the number of investments is small, in an invest- 
ment ledger, which may be either in book or card form. Figure 201 
shows the face and Figure 202 the back of a card form for this purpose. 
The face is devoted to a description of the securities and the ledger ac- 
count, while the income record appears upon the back. Book records are 
in use which follow much the same form, the upper part of the page 
containing the matter shown on the face of the card, and the lower part 
of the page providing for the income record. These records may be kept, 
according to local conditions, either by the general bookkeeper, the loan 
clerk or a junior officer. 

Clearing Checks. 

Trust companies, not being members of the clearing-houses (ex- 
cept in a few instances, as in Chicago), clear their checks through 
local national or state banks which are members of the clearingjiouse, 
and which act as their agents for that purpose. There are a few 
instances in which trust companies, having no arrangements for the 
clearing of checks through the clearing-house, are compelled to collect 
such items in the old way, by their own messengers. This is the case 
with those trust companies in New York which have withdrawn from 
the clearing-house privileges, and with Philadelphia trust companies. 

The clearing-house items are listed to the different local banks in the 
same way that members of the clearing-house list them — on large sheets 
having columns for the listing of checks under the names of the 
banks on which they are drawn. Figure 203 shows such a sheet. These 
sheets are usually bound in book form, and each alternate sheet has per- 
forations between the columns, so that the lists for the different banks 
may be torn out and delivered with the checks listed thereon. A piece 
of carbon paper is placed between the first and second sheets, so that one 
listing of the checks makes two copies. The first sheet remains bound 
in the book, and is a permanent record of the but-going "clearances." 
In the last column, headed "Sundry Items," are gathered the totals of 
all the other lists on the sheet; and this list of totals is sent to the clear- 
ing bank with the checks and the separate lists. 
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Collections. 

While trust companies do not ordinarily handle the volume of collec- 
tion business that regular banks do^ they find it necessary^ if doing a 
commercial banking business^ to take care of such collections as are 
brought to them by their depositors. For this purpose they do not, 
however, usually maintain specially equipped collection departments^ 
but handle their out-of-town collections through the banks which act as 
their representatives in the local clearing-houses. Local collections are 
sometimes handled in the same way, but more usually are collected by 
the company's own messengers. 
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Fio. 204a. — Collection Register, Left Page. 
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Fio. 204b. — Collection Register, Right P^oe. 

DOMESTIC COLLECTIONS. 




Fig. 205. — Register for Local Collections. 



As soon as an item for collection is received it is entered on the col- 
lection register^ and given the number indicated by its entry on the 
register. There are two general forms of this book^ one being designed 
for "foreign" or out-of-town collections, and the other for local collec- 
tions. Figure 204 shows a form for the i'ormer, and Figure 205 for the 
latter. In cases where the number of collections is small, or where they 
ore mostly foreign, the use of two forms is unnecessary, that shown in 
Figure 204 being readily adaptable to both kinds of collections. Some- 
times, where the business is very large, a special form of register is used 
for sight drafts. 
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Time collections should be entered also in a tickler, under their due 
dates. The tickler may be a card form, such as has already been de- 
scribed (see Figures 24, 25 and 26), or it may be a bound book. Figure 
206 shows a common style of collection tickler in book form. It differs 
little from the discount tickler shown in Figure 195, and the same book 
may well be used for recording maturities of both discounts and collec- 
tions. 

Having been entered in the register and the tickler, time collectionB, 
if local, are placed in the files awaiting presentation for payment at 
maturity; and if out-of-town, are sent to correspondents for collection 
if the due date is near, or if the due date is distant are placed in the 
files until near maturity. Demand collections are collected or sent for 
collection at once. 
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Fig. 206. — Collection Tickur. 
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Fio. 207. — Remittas-ce Letter. 



Letters of Remittance^ Etc. 

Trust companies in towns where there is no clearing-house of course 
collect their local items by messenger. Their out-of-town items, both 
cash items and collections, are usually collected through their corre- 
spondents in clearing-house cities, but in some cases are sent direct to 
banks located in towns where the items are payable. The letter forms 
used for listing the items are generally in bound book form, the alter- 
nate leaves being perforated so as to be easily torn out. A sheet of car- 
bon paper is inserted under the perforated leaf, so that when it is torn 
out to be sent with the items listed thereon, the next sheet contains a 
copy of the letter. These copies remain bound in the book, and furnish 
a permanent record of remittances, thus serving in place of the old-time 
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remittance register. This plan is an improvement over the old one of 
having, all such letters copied in the letter-press. Figure 207 shows a 
form of such a letter. If it is used for cash items, the letter starts with 
the words, "We enclose for collection and credit/* as in the figure; if 
for collections, the word "returns" is substituted for the word "credit" 
in this sentence. In all other -respects the same form serves for the two 
purposes. Figure 208 shows another form of remittance letter that is 
being used extensively by the smaller companies. The sheet is per- 
forated along the line shown at the right of the figure, and on the re- 
verse side of the portion of the sheet to the right of the perforation, is 
printed a duplicate of the matter shown under the heading "Valley Park 
Trust Company." In listing the items the end of the sheet is folded 
over along the perforation, so that by the use of carbon paper two copies 
are obtained of the matter listed under the last two headings, "On" and 
^'Amount." The end of the sheet is then torn off, and serves as the remit- 
tance letter. By this plan a complete description of each item is made 
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Fio. 208. — Remittance Letter. 

for the records, while only the essential part of the matter listed appears 
on the letter sent to the correspondent. This form may be used either 
permanently bound or in loose leaves. 

Figure 209 shows a form used for reporting on and remitting for 
collections. Unpaid items are listed at the bottom, as shown in the figp- 
nre. To each item returned unpaid is attached a slip like that shown in 
Figure 210, giving the reason for non-payment. 

Wlien an item sent for collection is not heard from within a reason- 
able time, an inquiry is mailed to the bank to which such item was sent 
The form — called a "tracer" — used for this purpose is usually printed 
on a postal card. It is shown in Figure 211. 



Official Checks. 

Checks issued by a bank against itself are known as "cashier's 
checks." Similar checks issued by a trust company are called "official 
checks" or "treasurer's checks," and, sometimes, "cashier's checks." Fig- 
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ure 212 shows a form of such a check. Sometimes the check is signed 
only by an officer, and sometimes it is signed by an officer and counter- 
signed by a teller. Record of the issue of official checks may be kept 
either on the stubs of the check book or on an official check register. The 
latter is of the same form as the draft register shown in Figure 214, ex- 
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cept that the columns for exchange are omitted. The ledger account of 
official checks is kept sometimes on the general and sometimes on the in- 
dividual ledger. Unless an official check register is used, the ledger 
account should give the detail of each check issued. It is also well to 
enter the debits on this account opposite the original credits, as in the 
case of the certified check ledger account shown in figure 224. 
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Fio. 210. — Collection Return Slip. 

THE BLAHK TRUST COMPANY 

Buffalo, N. Y.,"^^^,^^^' 
PLEASlf: REPORT OH THE FOU4OWIKCT COLLFiCTIOUS:- 



Payer 



jo^ 



U2iUt 



2: 



^-^^..^-^ ^^^ U)0LaA. 



Sent 



'Jhlsk 



Due 



i^ 



Amount 



ZXI ttJQ. 



Respectfully yours, 

Brown Smith, Treasurer^ 
Fio. 2\\, — Collection Tracer. 



8 




— V 

Fia. 2\-2. — Official Check. 



Digitized by 



Google 



S30 



TRUST COMPANIES. 



Drafts on Banks and Trust Companies. 

Like banks, tmst companies find it necessary to keep an account with 
some bank, banker or trust company in New York city. The larger com- 
panies usually have several such accounts in New York and also carry 
accounts in Chicago and other large cities. It is also customary to carry 
accounts with one or more local institutions. 

Figure 218 shows a common form of draft against such an account 
Record of the issue of such drafts is kept in a draft register, a form of 
which is shown in Figure 214. In large institutions a separate register 
is kept for each correspondent, or at least for each of the chief corre- 
spondents. The smaller institutions often use one register only, assign- 
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Fio. 213.— New York Draft. 

DttAPTS Drawn onT^Kj. 3i.^.^J:Utl 'h.JL^C <^^Ji''^^Uut^^!^t£L. 




J^x^JLnL^^ — ^_ 



I ft r AVOH ar 



^ 



<S^jt^-^M.^^Ih~ 



M 



^<j*^- 



::m^ 



Xf.V^TK^ 






;^ 



^ 



^n\£ ^^r^ 



11 



Fig. 214. — Draft Register. 

ing the necessary number of pages for the drafts drawn on each corre- 
spondent. Ledger accounts are of course kept with each bank on which 
drafts are drawn. 

When a customer wishes a draft on New York or other city he makes 
application to the draft teller, sometimes verbally; but many companies, 
especially in the larger cities, require that he present his application in 
writing. Figure 215 gives a form for such an application. 



Certificates of Deposit. 

Trust companie|s are often called upon to issue certificates of 
deposit, which in certain cases are more convenient for the customer 
or the company, or both, than either a savings or a checking account. 
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*These certificates usually draw interest, and are not subject to check. 
A common form is shown in Figure 216. Interest ceases at maturity, 
and if the owner of the certificate does not wish the money and 
wishes interest to continue, he mi^st get a new certificate. Some com- 
panies issue special certificates of deposit which bear interest under 

^certain conditions until paid, much like a savings account. • Certificates 
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Fig. :215. — Application for Draft. 
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Fig. 216. — Certificate of Deposit. 



lire sometimes issued which do not draw interest; and some certificates 
are payable on demand^ while others are payable on or after a certain 
-date. 

If the number of certificates issued is small, the record of their 
issue is often kept only on the certificate stubs and in the general ledger. 
It is more common, however, to use a certificate of deposit register. A 
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number of forms of this record are in use^ varying in the amount of 
detail given. The simplest form contains columns for the number of 
the certificate^ date of issue^ payee^ amount and date of payment. 
Figure 217 shows a longer form in common use. Figure 218 shows a^ 
form of register designed to keep the detail of the account so that the 
general ledger account need show only the total debits and credits for 
each day. Whatever form of register be used^ the date of payment of 
each certificate should be promptly entered in the register. 

Companies which are partial to the card form of records use cards 
for the registering of certificates of deposit and show in the general. 

Certificats or Deposit Register. 
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Fig. 217. — CERTincATE op Deposit Register. 




Fig. 218. — Certificate of Deposit Rfgister. 

journal -or the general ledger, or both, the names and numbers of certifi- 
cates issued and of certificates paid. Figure 219 shows such a card^ 
record. The interest record is kept on the back of the card, the headings 
of the columns being Number, Date, Amount and To, the latter heading 
referring to the date to which interest is paid. The cards are filed: 
alphabetically according to the names of the payees. 



Certified Checks. 

Like banks, trust companies are often called upon to certify the 
checks of depositors, the amount of this work varying with the customs- 
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•of different communities^ and being greater in the large cities. ^The 
certification is usually done by the paying teller, but is often delegated 
to others. In some companies it is done only by an official, and in some 
cases this duty is performed by the bookkeeper in whose ledger is car- 
ried the account whose check is certified. A rubber stamp is generally 
used for certifying checks, although it is sufficient to write across the 
face of tlie check the word "certified," followed by the date and the official 
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Fio. 219. — Card Record of Certificates of Deposit. 
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Fig. 2;J0. — Certified Check. 



•signature of the person who certifies. Figure 220 shows a check cer- 
tified by the use oi a common form of rubber stamp. Other forms used 
are "Good when properly endorsed" and, "Accepted; payable through 
clearing-house;" the latter form recognizing the fact that the certifica- 
tion of the check is equivalent to the acceptance of a draft drawn upon 
the bank by its customer. 

There are two general methods in vogue for keeping accoimt of 
'Certified checks. One is by the use of a certified check register, a form 
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of which is shown in Figure 221. The checks are entered on this reg* 
ister as they are certified^ and at the close of the day the bookkeeper 
credits the certified check account with the total amount of checks certi- 
fied during the day^ each separate check being charged on the individual 
books against the account on which it is drawn. As his authority for 
such charges to the accounts^ the individual bookkeeper receives from 
the teller who certifies a special debit slip such as is shown in Figure 
222. ^Vhen the checks come in for payment, they are charged on the 
certified check account, and the date of payment is entered in the last 
column of the register. 

The other method is to dispense with the use of the register, and to- 
keep the detail of checks certified in a special ledger account, such as 
that shown in Figure 228, or that in Figure 224. In the account showi^ 
in Figure 228, both credits and debits are entered in chronolo^cal order 
as received by the bookkeeper, and a check mark is made before 
each credit item as its corresponding debit is entered, so that the un- 
checked credits show what certified checks are outstanding at any time. 
In the account shown in Figure 224, the credits are entered in chrono- 
logical order, but the debits are entered opposite the original credit of 
each item, so that the outstanding checks are found by noting what 
credits have no debit entries opposite them. 

Record of Expenses. 

It is important that the expenses of a trust company be not only 
recorded as to the total, which is shown by the general ledger account, 
but that the distribution of the account for different kinds of expense 
be shown. For this purpose an expense voucher record, such as that 
shown in Figure 225, is useful. The left side of the record shows the 
detail of each voucher, while the remaining part shows the distribution 
according to different kinds of expense. In a large company having sev- 
eral departments, the distribution by departments is also shown. It is 
also useful to provide for credits to expense account, which may occur 
through errors, rebates, etc. Figure 226 shows the right page of a form 
used by a large company for these two purposes, Figure 225 being the 
left page of the same form. This record is of course based on the as- 
sumption that the voucher system for expense items is used, this practice 
being a growing one among the best companies. 

Various methods of handling the company's payroll are in use. 
Some companies pay salaries by checks, the endorsements of which pro- 
vide receipts from all employees. This method is open to the objection 
that the salary received by each employee becomes a matter of common 
knowledge, which is often undesirable. The method of paying in cash, 
and taking receipts on a pay>roll book in which the names of employees 
are written in alphabetical order for each pay-roll, is open to the same 
objection, though used by some companies. There are companies which 
do not consider it necessary to take receipts for salaries. The most sat- 
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Fro. 221. — Certified Check Register. 
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Fio. ;222. — Debit Slip for Check Certified. 
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Fig. 223. — Certified Checks Ledger Account. 
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Fig. 224. — Certified Checks Ledger Account. 
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isfactory method seems to be to pay in cash^ and take receipts in an 
ordinary jonrnal-mled book^ in which a separate page is devoted to 
each employee. The book should have an index — ^preferably a marginal 
index. At the top of .each page are written or printed some such wordi 
as these: — "Received from The Blank Trust Company the amounts set 
opposite my several signatures below, in full payment of my salary to 
the dates shown." On each line is written the date of the pay-day, 
and the amount due the employee to such date. It is a convenience to 
have the pages numbered, and in getting the pay-roll ready for the 
paying teller, the disbursing officer writes on pay-roll envelopes the 
page number and the amount due. After the teller has placed in each 
envelope the amount of cash called for on its face, the disbursing officer 
may, if he chooses, turn to the pages indicated and write on each en- 
velope the name of the person who is to receive it This method saves 
the trouble of preparing for the teller a list of the amounts of each 
denomination of currency or coin needed for the pay-roll. The dis- 
bursing officer simply hands to the paying teller a voucher for the total 
amount of cash needed, with the envelopes showing the separate 
amounts. 

For customers who wish cash prepared for their pay-rolls, a pay-roll 
slip like that shown in Figure 227 is provided, on which is shown the 
amount of each denomination wanted. 

Records of the Supply Department. 

An important task is that of looking after the supplies of various 
kinds — ^records, forms, pens, ink, etc. In the large companies a good 
many thousands of dollars are expended for such things each year, and 
a regular department is organized to care for the work. It is necessary 
to have a sufficient supply of each article always on hand, to buy in 
quantities that will insure good rates; and yet to avoid loading the 
expense account for any one year with the cost of supplies for sev- 
eral years ahead. In a small company the problem is comparatively 
simple, and occasional inventories under the direction of a watch- 
ful official are all that is needed. Large companies with several de- 
partments require a careful system. The buying is generally done 
by one of the junior officers, who has charge of the department. Each 
new form as ordered is given a form number, by which it is there- 
after known. WTien supplies are received from the printer by the sup- 
ply clerk, he makes a record of same on the left side of the card form 
shown in Figure 228. The date of receipt, the party from whom pur- 
chased, the quantity and the price are shown. These cards are filed in 
a case, in which sections are set off by index cards for forms of each 
department and for general forms; and the cards are arranged alpha- 
betically in each section. Supplies are delivered to the various workers 
only on written requisitions; and from these requisitions record of the 
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Fio. 228. — Record op Supplies. 
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withdrawal of supplies is made on the record card. Figure 228, on the 
right side under the heading "From stock." The amount of the supply 
remaining is shown in the "On hand" column. The records thus show 
at all times the amount on hand of any given article. They also furnish 
a basis for estimating the necessary size of orders foj the next year. 
Scrap-books are kept in which are pasted two copies of each new form 
as issued. The number 97 after the word "sample" at the top of 
Figure 228 refers to the page in the scrap-book on which samples of 
the form are pasted. 
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CHAPTER. X. 
FORMS AND JIECOBDS FOB THE SAVmOS DEPABTBIENT. 

THE savings department has come to be one of the most important 
departments of trust companies^ particularly in communities 
where the savings banks have not had great development, and in 
many cases furnishes the largest part of the business. The records of 
this department are comparatively simple; and since the deposits are not 
as a rule active^ a small clerical force can readily handle a large number 
of savings accounts. 

The forms and records used are practically the same as those em- 
ployed by the regular savings banks. For a very full treatment of 
printed savings bank forms^ based on samples furnished by savings 
banks from all over the country^ the reader is referred to a compilation 
of savings bank forms issued in June^ 1906^ by the Savings Bank Section 
of The American Bankers' Association. 

Opening an Account. 

When a person wishes to open a savings account^ assuming him to 
have been properly identified^ the first thing necessary is to have him 
place his signature on the signature card as a means of identification in 
future transactions. Formerly signature books were used, and there are 
a few companies which still use them; but the advantages of cards for 
this purpose are so many that their use is becoming nearly universal. 
A few companies use both the book and the cards^ keeping the former 
for permanent record, and using the cards for daily business. Figpore 
S30 shows a simple form of signature card, whose size is 5x5 inches. 
A more elaborate form is shown in Figure 281. The amount of in- 
formation called for on the card varies greatly, according to the policies 
of the officers and local circumstances. Besides the signatuiie, the items 
always included are the address, the number of the account and the date 
on which the account was opened. Among the other items of informa- 
tion often called for are the following: Both home and business ad- 
dress; occupation; employer's name; age, or date of birth; birthplace; 
married or unmarried; father's name or mother's name, or both, some- 
times the whole name being asked for, and sometimes the first name 
only; husband's or wife's liame; maiden name (if a married woman); 
native state; nationality; introduced by; source of account; remarks. 
A few companies require the signature to be witnessed. The majority 
of signature cards contain a simple agreement like that shown in Figure 
230, but a few contain q'Tite elaborate contracts to abide by the rules 
and regulations, etc., and a few provide no agreement whatever, assum- 
ing that the opening of the account and the leaving of the signature 
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imply 5uch agreement. As to the matter of what is needed on the card 
in the way of information for future identification^ it is evident that 
there is considerable difference of opinion. If the account is an active 
one^ there can be little question about identification. If^ however, the 
account once opened remains dormant for a period of, say, ten years, 
the signature alone will hardly be a satisfactory means of identification. 



I lierel)y agree to the regulations of 
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Fio. 230. — SioxATURE Card. 
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Fio. 231. — SiGXATUBE Card. 

inasmuch as a person's signature is apt to change materially within a 
few years. In such cases it is undoubtedly of advantage for the com- 
pany to be in possession of information of a private character concern- 
ing which an outsider is not apt to be posted. In taking the signature 
of a woman^ the teller should always learn whether the title is Miss or 
Mrs.^ and note the fact on the card^ if the signature itself does not show 
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The signahire cards are filed in the drawers of a cabinet which it 
placed where it will be easy of access by the tellers and the savings book- 
keepers. They may be filed either numerically according to the num- 
bers of the accounts^ or alphabetically according to the names of the 
depositors. If filed alphabetically^ they serve as an index to accomits 
(which otherwise must be provided in a separate book or set of cards), 
thus saving much time and work. If this plan is adopted^ however^ gi^cat 
care must be exercised to keep the list always complete, and to remove 
the cards of closed accounts promptly and place them in a separate file. 
It often happens that the required signature cannot be obtained at the 
time the account is opened, and it is therefore necessary, in order to keep 
the card list complete as an index, to have a temporary card to place in 
the files until the regular signature card is completed. Figure 232 
shows such a "dummy signature card." 
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Fio. 233. — Dummy Siokature Cabd. 



Savings accounts are often opened in the nantes of two persons, 
either of whom is to be permitted to withdraw the funds. In such cases, 
both signatures must of course appear on the signature card, together 
with the notation that either may draw. This notation is also placed on 
the ledger page and on the pass-book. Joint accounts are also opened 
with the agreement tliat in case of the death of either of the parties the 
account is to belong to the survivor. 

For the signatures pertaining to such joint accounts, some companies 
use the ordinary signature card and make upon it the necessary nota- 
tion, either with pen or with a rubber stamp, while others provide a 
special card. Some consider that a brief notation answers the purpose, 
forms used being these: "Subject to the order of either and the sur- 
vivor"; "joint account"; "to be drawn by either or the survivor"; "either 



Digitized by 



Google 



FORMS FOR SAVINGS DEPARTMENT. 843 

may draw"; "balance at death of either to belong to and be paid to the 
survivor-V Others deem it better to have on the card a more formal con- 
tract, such as the following: "We, the undersigned, hereby declare that 
we are the joint owners,"^ in joint tenancy, of the money that is now, or 
may hereafter be, deposited in the Blank Trust Company in our joint 
names, as signed hereto, and of any interest that may accrue or be 
credited thereto; and that either of us may draw and receipt for the 
whole or any part thereof, either before or after the death of the other; 
and that at the death of cither of us the survivor shall be the absolute 
•owner of the balance then due the account, as surviving joint tenant, and 
is hereby authorized to receive the same from said company on his in- 
dividual check or order therefor." An interesting discussion of the 
company's liability in the case of such an account, written by Thomas 
B. Paton, and entitled "Legal Aspects of Payment to Survivor of Joint 
Account," is found in the proceedings of the Savings Bank Section of 
the American Bankers' Association for 1906. 

When an account is opened in the name of a society or corporation, 
the signature card must contain the signatures of the officer or officers 
authorized to draw; and it is necessary also to have a certificate that 
such officers have been given such authority in due form. The custom 
with some companies is to take the signatures on a blank signature card 
which is placed in the regular files, and to have the certificate on a 
separate form, one of which reads as follows: 

"This is to certify that at a meeting of of the 

of held 190 , Mr , whose 

signature appears below, was duly elected of said company, 

and as such is hereby authorized to draw funds from and to give in* 
structions concerning the account of said company with The Blank 
Trust Company. This authority to remain in full force until revoked 

by action of the of said company, and written notice thereof 

given. 



Signature of 



This certificate must be made by an official other than the person author- 
ized to withdraw funds." 

Some companies use a special signature card for these accounts, the 
signatures usually appearing on the face, and the certificate on the 
back of the card. 

After an account has been opened, it sometimes happens that the 
owner wishes to give to another person authority to withdraw funds from 
his account for a time, or perhaps to become permanently a joint owner 
of the account. In the former case, an order like that shown in Figure 
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233 answers the purpose well. If the account is to be permanently 
changed to a joint account^ many companies prefer to close the old ac- 
count and open a new one, in regular form; but some provide forms like 
that in Figure 234, to be signed by the owner of the account authorising: 
the change. 

The Depositor's Pass-Book. 

After having filled out the signature card and deposited his funds^ 
the customer is given a pass-book, a common form of the inner pages of 
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Fio. :233. — Certificate op Authority to Draw Fuxdb. 
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Fio. 234. — Authority for Joint Control. 

which is shown in Figure 33.5. Some pass-books have another column 
for the entry of interest; but the more common custom is to use the form 
shown in the figure, and either to enter the interest in red ink or use a 
lubber stamp for the interest entry, as shown in the figure. Where 
interest in credited semi-annually, as is the usual case, different colored 
inks are used in stamping the two interest entries for each year; as for 
example, red ink for the January interest and blue ink for the July 
interest. Some companies pay interest in April and October. The inner 
pages of the pass-book are usually cut off along the line above the 
words "Date/* "Withdrawn," etc. in Figure 285, so that the headings 
of the first and last account pages may be seen, at whatever pagt. the 
book is opened. The rules and regulations of the company are usually^ 
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printed on the first or List page or the cover, together with such adver- 
tising matter as is deemed best. The depositor's name is often entered 
on the front cover as will as on the inside of the book; but customers 
often dislike this, and some companies therefore omit entering the name 
on the cover. 

Usage differs in the matter of requiring savings depositors to fill out 
deposit slips with their deposits. In some cities all trust companies re- 
quire such deposit slips, one form of which is shown in Figure 236^ 
Other forms are like tlie ordinary commercial deposit slip, with the ad- 
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Fio. 235. — Savikos Pass Book. 



dition of the number of the pass-book. In other places the use of deposit 
slips is entirely done away with, the depositor simply handing his deposit 
to the teller, who enters it on his deposit journal and on the pass-book. 

There is also a difference of usage as to withdrawals from savings 
accounts, a few companies requiring from the depositor no receipt other 
than the entry in his pass-book. The usual custom, howev«er, is to require 
the signing of a savings withdrawal slip or receipt, two forms of which 
are shown in Figures 237 and 238. Under either plan the pass-book 
must always be presented when the withdrawal is made. Special forms 
are often provided for cases in which the withdrawal is for the fuU 
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amount of tbe account^ these forms differing from those shown chiefly 
in the addition of some such words as "in full of account" or "being the 
full amount of deposits and interest on my account." 



Form »i 



Pass Book JVo.^lh:.^Ti ^. 

The MERCHANTS' Loan & Trust Co. 



(Mtme) 



CREDIT SAVINGS ACCOUNT OF 




rLACK AMOUNTS TO BkOCmiTCO •CLOW. CNTCII AMOUtiT 
or MONEY AS ONK IT^^T^^O CACH CHCCK SC^ARATILV 



Money 

Checks ... 



Z^^" 



Fio. 236.— Depostt Sup foe Savings Accoukt. 
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Fio. 237. — Savings Withdeawal Slip. 
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Savings depositors frequently wish to issue orders or checks against 
their accounts^ and this is usually permitted^ although care must be exer- 
cised lest the account be used as a regular checking account. The forms 



flAimiflg Vftfffinw, 




Fio. 238. — ^Savings Withdrawal Slip. 
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Fio. 239. — Check or Order ok Savixos Account. 
Mo . SlklK lot lee expires C^ ;?7 f<=>o(> 

I hereby glre notloe to The Blank Trast Company that 

I will, at 17 option » at the expiration of ^ <Kqu^ 

from this date, 4raw ftrm said Company % ^00^ of my 

deposit number 3(ol<&' in said Oompany* 




J'lo. 240. — Notice of Withdrawal. 



used for this purpose are much like an ordinary cheeky with the addition 
•of the pass-book number and a notation that the "pass-book must ac- 
company this order^ unless left at the bank." Figure 239 shows such 
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an order. Some companies provide a special form of order where the- 
withdrawal is for the full amount of the account. It is often required* 
that such orders be witnessed. 

The rules of many companies provide that withdrawals from savings- 
accounts may not be made except after written notice, which must be 
given a certain time in advance. This time varies from ten to ninety 
days and frequently varies with the amoimt to be drawn. The notices 
are filed according to their maturities, and the withdrawal must be made 
within a certain period (usually ten days or thirty days) after such 
maturity, or a new notice is required. Figures 2iO and 241 show form*- 
used in this connection. 

notice left on book r^nrnhftT iCHo for $^£l£lz — 

at 

THE BLAITK SAVIUGS AITD TRUST COMPAHY. 

This notice Is not negotla'ble, and must "be 
presented by depositor when withdrawal Is made* 



Date of notice Si^^i:. ^ 19010. 
Payable Q^^. ^57 190 Jo. 



Or within ten days thereafter* 

Fio. i?41. — Acknowledgment of Notice of Withdrawal. 

Savings Journal. 

Record of the day's business in savings deposits and withdrawals- 
may be kept by the bookkeeper on journals or scratchers similar to those 
used for commercial accounts; as for example that shown in Figure 131. 

It 18 more common^ however^ for the tellers to keep journals, of 
savings deposits and savings withdrawals^ entering a memorandum 
of each transaction as it occurs. Figure 242 shows a form of this- 
record for withdrawals. As will be seen, each entry covers the number 
of the account, the name of the depositor, amount of the withdrawal 
(or deposit) and the pass-book balance after the entry of the item, 
together with any memoranda the teller may wish to make. The 
addition of the pass-book balance is a valuable feature, making it pos- 
sible to verify the pass-book balance with that of the ledger without 
taking the time to consult the ledger for each item at the time of the 
transaction. The same result may be accomplished, but not so well, by 
entering the pass-book balance on the deposit slip or the withdrawal slip. 

In case the business is sntall, only one deposit sheet and one with- 
drawal sheet are used for each day's business, or for several days' busi- 
ness, until the sheet is full. In large companies, however, it is customary 
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to use one sheet for the accounts in each of the several ledgers^ or each 
division of the cards^ if card ledgers are used. This is partly for con- 
venience in postings and partly in order to keep the total deposits and 
•withdrawals for the day in each ledger separate^ so that trial balances 
of each ledger may be kept. 

Figure 243 shows another style of savings journal^ in which a 
-separate column is provided for entry of the items in each ledger or each 
subdivision of the cards. The footings of the several columns show the 
total deposits (or withdrawals, as the case may be) for the day for the 
different ledgers or card subdivisions. 



BAvmornvrrrBDauLWAUL 



^ 



,<|ia^. ?,— -4 - ^ 



.- ^J?o-^. 



ill 






V-Tn^i/JS — 



LL^ka 



■m^ 



^ 



]Lk 



JU /I .. w C? C^T^«/>n/ 



-CL 



all 



flg^A 



J 



Fio. 242. — Savings Withdrawal Journal. 
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Fig. 243. — Savings Deposit Journal. 



Figure 244 shows a record of deposits similar to the form shown in 
Figure 242, but with the addition of colunms for proof of postings. The 
teller, at the time of the transaction, fills out all the columns to "Pass- 
Book Balance" inclusive. The bookkeeper posts to the ledgers from 
this sheet; and, after making the posting, enters, in the columns shown, 
the old and new balances of each account. In doing this, he notes any 
case in which the new balance shown by the ledger differs from the pass- 
book balance as entered by the teller. In this way differences between 
the two books are immediately detected, and the pass-books are called in 
for rectification. When the posting is completed, the footing of the 
^column showing the amounts of deposits is entered in the "Old Balance" 
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column^ and if the postings and extensions are correct, the "Old Balance"" 
and "New Balance" columns should agree in footings. With the with- 
drawal sheet the process is the same, except that the footing of the amount 
column is added to the "New Balance" colunm. In the systems illus- 
trated in figures 2^2, 243 and 244, the sheets for deposits and with- 
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Fio. 244. — Savings Jouhnax, with Proof of Postixo. 

drawals arc the same in each set, except for the headings "Savings De- 
posits" and "Savings Withdrawals" respectively. At the close of each 
year or each half-year, the sheets should be bound in permanent shape> 
and filed in the vault. 

Savings Ledgers. 

The use of bound books for savings ledgers is fast giving way to the 
use of either loose-leaf ledgers or cards. The disadvantages of bound 
books for this purpose are many. They soon come to contain many 
closed accounts. The space assigned for a given account is apt to be- 
come filled, so that it is necessary to "carry forward" the account to a 
new page, or else to close the account and open a new one with a new 
number — a troublesome process both for the company and for the de- 
positor. WTiere bound books are used, provision is usually made on each 
page for more than one account, the number varying from two to eight. 
The ruling does not differ materially from that used in the loose-leaf 
and card ledgers here shown. 

Figure 245 shows the form of loose-leaf savings ledger that is most 
commonly used. Its size, including binding space, is 1 21/2x9 Vt inches. 
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Some companies prefer to have the balance colmnn placed between 
the debit and credit columns. Whichever plan is adopted^ there is a 
distinct advantage in having the rulings of the pass-books and of the 
ledgers exactly the same. It is sometimes considered a convenience to 
provide a separate column for interest entries, as in the form shown in 
Figure 246. A few companies figure interest on each transaction rather 
than on the balances, crediting interest to the end of the interest period 
for each deposit, and charging interest similarly for each withdrawal. In 
such cases the ledgers are ruled to provide for these interest computa- 
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Fig. 245.— Ledger pob Savhtgs Accoixirr. 
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Fig. 246. — Savikos Ledger, with Interest Column. 



tions, the headings of the columns being Date, Interest Balance, In- 
terest Dr., Withdrawals, Interest Cr., Deposits, Balance. The interest 
balance is kept separate until the end of the period, when it is added to 
the balance of the account. Some companies have adopted the practice 
of taking the depositor's signature on the ledger leaf, which also con- 
tains other descriptive matter usually found on the signature card* 
Figure 247 shows a ledger leaf prepared for this purpose. 

Card ledgers for savings accounts are extensively used, especially 
among the larger companies, the form of the card ruling having the same 
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variety as in the case of loose-leaf ledgers. The most common form is 
shown in Figure 248. The tab at the top of the card shows the last 
figure of the account number^ the position of the tab varying with the 
figure^ that for 1 being at the extreme left, as shown in the figure^ and 
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Fig. 247. — Savings I^edoer, with Depositor's Signatltie. 

those for 2, 8, etc., being at measured distances to the right. These tabs 
are for convenience in picking out the card wanted. The cards are 
arranged in numerical order, with large index cards for each even hun- 
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Fio. 248. — Savings Ledceb in Ca»d Fobh. 
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dred numbers^ and smaller index cards for each even ten numbers. For 
example^ the card shown in the figure would follow the index card 
marked 70, which would appear in its proper order between the large 
index cards 24,400 and 24,500. The cards are kept sometimes in the 
drawers of a cabinet, and sometimes in the drawers of a specially-pre- 
pared table whose top is made in movable sections, enabling the book* 
keeper to place a section just at the side of the card-drawer on which 
he wishes to work. During the process of posting each card as wanted 
is removed from the file, the entries and extension are made, and the card 
is then returned to its place. A proof of posting may be taken in the 
same manner as that described in connection with Figure 244. A method 
vsed for proving the postings on the adding machine is as follows. 

SAVINGS LEDGER TRIAL BALANCE 
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Fio. 249. — Ledger Trial-Balance Page. 



Using the journal as a guide, the cards of the accounts active for the 
day are removed from the files, temporary cards (of different colors for 
accounts having credits and accounts having debits) being put in their 
places. After all the cards are removed the balances shown on them are 
listed on the adding machine. The postings are then made, and a new 
adding-machine list of balances is taken. To the latter list is added the 
total of the withdrawals for the day, and to the former list the total of 
the deposits; whereupon the totals will. agree if the work has been done 
correctly. All of the accounts active for the day may be included in 
one such proof, or a separate proof may be taken for, say, each five 
thousand accounts. This will be determined by the method used in the 
monthly trial balances, which are often taken for each ^ve or ten thou- 
sand accounts separately. The object in so doing is to lessen the ground 
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that must be covered in searching for an error, search being necessary- 
only for that group of cards which does not balance. For similar reasons^ 
as already noted, companies which have a number of loose-leaf ledgers 
keep record of the balance of each ledger separately. This may be done 
by running in the general ledger a separate account for each of the sav- 
ings ledgers. A better plan, however, is to keep a daily trial balance of 
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PUKASK rnKSCNT THIS T1CKKT rON THK MKTUMN OP SAMK. 

Fio. 250. — Receipt for Savings Book. 
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Fio. 251. — Form Used Whek Pass Book is Lost. 

the savings ledgers in some such form as that shown in Figure 249. Each 
day the total debits and the total, credits for each ledger, as shown by 
the savings journals, are entered in the columns shown, and the balance 
for each ledger is extended. The total of the balances for the several 
ledgers should equal the total savings deposits, as shown by the general 
ledger. This form may easily be arranged on the plan of the Boston 
ledger if desired. 
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At interest-paying periods^ pass-books are brought in for the entry 
of interest. Occasionally the interest is entered while the depositor waits, 
but it is more common to retain the pass-book for &ve or ten days^ giving 
the owner a card receipt^ such as is shown in Figure 250. 

It is not an unusual thin^ for a depositor to lose his pass-book, and 
demand payment of the account without presentation of the pass-book. 
In such cases it is wise to insist upon a thorough search for the book^ as 
it very often happens that it has simply been mislaid^ and the dep6sitor 
finds it when he is made to understand the importance of doing so. If 
the book cannot be found^ the depositor is required to sign an aSidavit 
and receipt^ such as that shown in Figure 251^ and the account is closed. 
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CHAPTER XL 

FORMS AND RECORDS FOR THE REAL ESTATE DEPART- 

aiENT. 

nr^HE Real Estate Department of a trust company undertakes the 
X care^ sale^ purchase and rental of real estate. Services of this 
character are often included in the administering of trusts held in 
the estates division of the trust department — or the individual trust de- 
partment^ as it is sometimes called; and the principal forms needed for 
the purpose have been shown under the heading "Forms and Records for 
the Trust Department." 

In addition to this real estate business incidental to the administra- 
tion of their trusts, trust companies often conduct business as regular 
real estate agents. If the amount of such business is not large, it is 
usually carried on by the estates division of the trust department. In 
some localities, however — notably in St. Louis — ^trust companies arc 
numbered among the leading real estate dealers and agents^ and 
maintain separate and well-equipped departments for the work. Real 
estate held by estates in the trust department is turned over to this de- 
partment for management, the trust department becoming a customer of 
the real estate department as to such property. In such case the fees 
of this department are a charge against the earnings of the trust de- 
partment^ the charge against the trust estate being the same as if one 
department handled all the business. 

The relation is close also between this department and the loan de- 
partment so far as concerns real estate mortgage loans^ and some com- 
panies handle all such loans through this department. The forms needed 
for this purpose have been given in Figures 177-198. 

In the present chapter will be considered the forms needed for a real 
estate agency business as distinguished from real estate business con- 
nected with the administration of trusts. 



In <EonslOerattoii of the Mnsissim Vauxt Tmwt 
Company listing and ftdvertising the within dctcribrd property, I 

hereby entborue it to tell said property for.^-. -,,.-^ — „-^ 



eiiJkigree to pey Mid Miwiasippi Valley Trtut Company the regular 
commiaaion eaUbliabed by the St. Lonia Real Baute Bxcbangc, 2K* 
oo City property, or 5* on County property, upon the aale of aaid 
property at this price, or any other price -whicb I may accept. 

Thia Contract may be revoked anytime alter 

!Ma,axJL.jb^^ 190'7..-. by my giving 10 daya' notict in 

writing to aaid Missiiaippi Valley Trust Company^ 

^ 



Fio. 252. — Sale Agency Contract. 
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The department is of course equipped with maps and charts covering 
the territory in which it operates^ files containing memoranda regarding 
values in different localities^ indexes of various kinds described on another 
page^ "For Sale" and "For Rent" signs^ files for the keeping of kejs, 
and other necessaries usually included in the equipment of a real estate 
office. The work is of two somewhat different kinds^ the selling and the 
renting of real estate; and the department is sometimes conducted in two 
divisions. 

Use This Blank in Listing Property 
FOR SALE. 
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Fig. 253. — Description of Phopehty Listed for Sale. 
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When property is listed for sale, the owner signs a contract appoint- 
ing the company as his agent for the sale. Figure 252 shows a form of 
this contract, on the back of which, shown in Figure 258, is given the 
description of the property. 

^ ^^^.>^ -^^^ dus. *7SO^ ^ 

City Bloch Ho. '^ Ut No. » ^ _, 

Si» o* l0t 3^ X /S-^ 



CityWotor -^ <^ ^^ 
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Fio. i?54. — Card Index or Properties. 



UNIMPROVED BUSINCS8 PROPERTY 
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Fio. 255. — Card Ikdex of Properties. 



An index is kept of all properties listed, and cards are found most 
convenient for such an index. The size of the cards is 6 by 4 inches. 
They are filed alphabetically by names of streets; or if out of the city, 
by names of ton'ns, townships, etc. Each card contains particulars re- 
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garding the property listed on it^ so that it is not necessary to look up 
other records to give an enquirer such information as he may wish before 
viewing the property. Figure 254 shows a card used for this index. An- 
other form is shown in Figure 255. The latter is one of a set of several 
cards differing in color^ the idea being to use a card of a special color for 
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Fio. 256. — Index of Tenants. 
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Fio. 257. — Index of Tenants. 



each kind of property listed. The card shown is for "unimproved business 
j^roperty:" others are for "improved business property," "dwellings," 
"fiats and apartments," "suburban and acreage." Cards may also be dis- 
tinguished from each other conveniently by having tabs at the tops, a 
certain tab being left on all cards used for listing a given kind of 
property. 
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OWNER'S INOiCX CARD. 
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Fio. 258. — Index op Ownebs. 
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P'iG. 259. — IXDEX OF IXQUIRERS. 
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Figures 256 and 257 show two different forms of cards used for an 
index of tenants. The sizes of the cards are 8 by 5 and 4 by 6 inches, 
respectively. They are filed alphabetically. 

orriCK or 

MISSISSIPPI VALLEY TRUST COMPANY. 

REAL CSTATC DEPARTMENT, 

St. Louis, Mo., .^-^.-K^e^^ 19(4.'.- 

Received of JJo^Lx^^CM..^^ ^ 



tblt f tllB of -.^. 



City of 8t. Loaift, bavUig a froat of — JtQ. ^.«. .-iect on dw. — >tel<S>S3rw..«-. — lidtAf 

(&±:y\&4!ZJZr^ SMet. aad • dep«h-.§fi!:£L.wMdly of..J.4£:S-l (act. 

deteribcd u followi, vit.: .....— .^..-_ ..-.^ , -_^ -^..- ...._...-..,.. .. . .^i >.- .^ 



The above detcribed pntpcrty is this d«y Mdd by th« oadenlgBad ac*B^ 1><^ "*14<<t to *^ *^^ (^ **M 

(jaiiAJ^j2ii^>^jC^^ the total lui ol 

^!^;^?^^A^.J^fCx^:^^^ .7:..Tr.:=:7:;rr-T ,j:Zl...r. -J^ Doibn- 

in cash, of «hKh tbe above meotioBad eaniMt Boacy ahaiU-be Ukca aa a pan, and tbe ronaiadcr o< 

OD or \itiof .^^Qt^yAA^J..-^ r-^3S> ^ rrrrr-r~rr — r::r — rrnr .„.witb intent at-iSiiiiX... per eeat per aasua 

from — CMWrC? — !*!!!r''*?rrr''r!^;rr::rr!?:rrr^r"^^ Mmi-aaaaally, aaid deferred paymcata to br 

•ecared by first porchaae aw&ey Deed el Tmat oa the above meationcd property. 

Said property will be ooavryed by Oeocral Warraaty Deed free f roai lieas aad incaabraoeca, except ai to general aad 

sprinkling tasea for the year „ ./ ~7.0...U2.. """^ ZT^. ..-Z^^^TrZ'Z....',..^ 'TT^Z aad kabfcquent years and all tpccial 

tasca levied or ataeawd daring l!he year ~i. f^-O. 4 ^ — -rrrz — rr, which ihe purchaser aaaosiea aad ajfieca to pay; snbfect alao to 
esiatiag leaaca aow oa said property. e«piriBg. y0^L4\JLa^ — *..t-JLziQ.Ci ^ . 

wblcb the purchaacr accepta, sa bj iel al»> la Peed a< T w m n%m%% saiil pp— iiw f e r t ».. 

' ■ .. ' . .I.. ■■ ' . ' . ' .. J. ... i..a .. wi ll da e .. ..1 .1....... n.i.. 1.1 .. 1 a. ...I .,... uiLij i i. 1. -u. ... im lu^i i w . 

which the parchaccr aaauaica asd agree* to pay; aubiect alao to rcitnctioaa now ua taid iKopcrty, or such a» nay be inposkd 
thereon by the grantor. 

The said parchaser ia accorded KS-^''^^^ ._ ...days* time from thia date ia which to have the title investigated and to 
close the sale ux the office of the MhsisaippI vallay Trust Coapaay. 

If. upon examiaalio^, lb« utle t»ro«cs lo be defective, and cannot be made good within ^ rcasoaable time, the sale shall be 
off snJ ihe earnest money returned, if the purchaser so elects, but otherwise the sale shall stand good aad be blading apoo pur- 
chaavt %od owner', should title prove to be defective and cannot be made good, as aforesaid, the cost of certificate ofiitlc not to- 

; exceed ."sUtOnis. '■""■'■r'^r-''''--' '-'^X'">rrrZ:rrT"rrrr^.- .—: "^r-.. Dollars, will be refunded to ssid porchsser 

Rents. Iu»urance. Inirrcsf on Deed ol Trust and Taxes on said property to be prorated to date of doaing this sale. Upoa 

tbe ci>mpletiou ol this mIc a comuiisaion uf 9X«> is to be paid to the MiMlaaippI VaMey Tniac Company by the vendor. 

Time \m declared to br the essence of ihis contract, aad if sale is not closed promptly ss above provided, then, withou. sny 

notice whatever, at option of owner ol said propertv, ssid earnest money hereby receipted fur shall be forfeited to taid owner sa 

liquidated dariisgrs. owl s«id purchaser shall be takea to have waived all right, interest or t%fii\.j under thu ooatxact sad in taid 

pKOperty. as thougb this contmct had not been made 

SIONED IN DUPLICATE. . 

Accepted under above lerma and conditions. MlSSlSSIPn VALLEY TUST COMPAIT. AfHl. 

PurtkAter. A?ru^ titaU Ojfuer 

THIS rMalpt to ho rotivaad to MISSISSIPPI VALLfY TRUST CO.. oo ctoatag «« | 



Fio. 260. — Memobakdum of Sale. 
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362 TRUST COMPANIES. 

Figure 258 represents a card 4 by 6 inches in size used for an index 
o£ owners of property. 

A loose-leaf form for a list of inquirers after property is given in 
Figure 259. 

Many companies issue booklets giving a list of the properties which 
they offer for sale, describing each property briefly and stating the 
yiTice asked. 

• • • dr^LI^ ■•« 

Sold lor Si^L-\L2jZ 



Earnest Money Paid. 



> /o^y^ 



Balance Cash Payment. s2M^:^!lZI1- 



d-r 



Deed of TnitU S 2 I cK> ~ 



Date of Sale /v^rTA ^C f^^Q'J 
Date of Closing MjA^<C *L /2 , f^lO'l 
Taxes IW 6_ Paid by _C<CaX43=, 



De«l toIi<^^Ay^i^ 

Name of 
Husftand «aJUCM». 



C K . \ . ^^rCui./^4^ 
.%. or %ll^r 



AaM. Artni 



JL^fcji^ 



Pay Amc ^^pMt """-^ %. or t_ 
Saleaman JiSjL-^^CZttlZ 



lllllMke eirt • 



I will lltalie eirt sales slip ImoMdlaUly upoa 
•ftsalac sale aad haaa C« R«al Esute Officer. 

Coaveyeoce Clerk will r«rlfy sad "OK" la<niMlUteiy 
•poa ckMlni: mU and hand lo Chief CIcrV wlie vlll sellU 
with the \ssUtla( Ageat aad flvetelesmaa proper credK. 

Fig. 261. — Report of Sat.e. 

\\Tien a customer decides upon the purchase of a property, he payi 
down a small amount as "earnest money," and is given a receipt or 
memorandum of sale in such a form as that shown in Figure 260. This 
is written and signed in duplicate, the company retaining a copy. Upon 
completion of the sale, if by payment in full, the company delivers to 
the purchaser the former owner's warranty deed; if by partial payment, 
the purchaser delivers his note or^ notes for the balance of the purchase 
price, together with a mortgage securing same, and receives the warranty 
deed. In either case an abstract, certificate of title or policy of title 
insurance is also furnished. Sales are also made under land contract. 
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The employee making a sale fills out and hands to the real estate 
-officer^ together with the cash received^ a report of such sale on a form 
like that shown in Figure 26 1. 

St. Louis, yjCX yyy^. /^ /9/?y 



^ 




Kindly attow bearer to Inspect premises occupied by you, and 
by so doing oblige. Very truly yours, 

MISSISSIPPI VALLEY TRUST CO,, 



By C^^^.C7, 



F'iG. -262. — Permission to Inspect Property. 

When the company's agent does not accompany the inquirer to the 
property which he wishes to inspect^ it is convenient to use a card like 
that represented in Figure 26^, addressed to the occupant of the prop- 
-erty, or to the party who is locally in charge. 

^ J J JEw Tenant. Jy^'^' ^^ ^^-^~ 

Propef^cnted CJll ^^ JJoyrya^ & 

Owner of Property /tCuL . Qilcuy^^^^y^ ^^^ ( Le^jg 

Former Location CO jprnm 'l/slnq tn 'l/^ jo^ 

Business Addrg<» 3^>4- ^T ^rrL ^. 

Collect Rent at ^. 



Rent, $IL£S per Month- 



Rent Begins 7/4"/ 7 Paid $iS3? 

Fio. 263. — Memorandum or New Tenaxt. 

REMOVAL. — /.j^X-y^y. '>^ i9o7 



Property ^^^ ^^^^^^xAx^yj^tsuc^ &r. 



nwn^r (BijlWL <J^ . JfOTS^JLAj 



Movcdto CfjL/rr\n,^. 



Rent per Mnnth ^^^^ 



Amount delinquent, f o?-^~ 



Fto. 264. — Removal Memorandum. 
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Property may be rented from month to month without a formal writ- 
ten agreement^ or for a specified term under a written lease. Forms or 
leases vary according to the conditions. 

The employee who rents a property hands in for the use of the book- 
keeper a memorandum like that in Figure 26d. In case of a removal, he 
uses the form shown in Figure 264. 

Ordinary blank forms answer the purpose for receipts for rent, but 
it is more convenient to have a special form such as that shovm with 



^^^ 




•h *fa' 


■!'"• 


mOO*?- 


4ht 






ssr 


•.«- 








(¥- 



Month . Ending 0^^^%/r^ .^ i-^-rr-:: J^x^ 
Mississipn Vallcy TRyiT company. 



Fig. ^^S, — Receipt for Rent. 

The law r«4»lr*t BiMtbly tenMrt« to glvo «m amtli't Mtlcc hi wntlt b«<«»w >•"* <•> <• vctli >r— to»». 




LV^A'^^^^J^'^^ - - ~ - 

cf the Prcviisci . 3l^J.J<^^^^^^^^ 
fcrthe mmihcrJing.Q^}J::^^^^rxzL3 -.- - 

'j.iii be due fk!ki:rX i^U.£Q..L? 



At 



REAL CSTATC OCPAPITMCNT 

Mississippi Valley Trust Company 

N. W. con. 4TM AMD PiMft STIIIIT9. ST. LOUIS. 



PUasf remit the amount, $ %.k..v- -... 



promptly on that date. 



KEQUeSTS P«K REPAIRS^ SHOULD SE MADE IM WRITINO. 

Fio. 2^Q. — Rent Notice. 



stub in Figure 265. Whenever possible^ it is well to get the tenant intc 
the habit of calling at the company's office to pay his rent. Many ten* 
ants are willing to do this regularly; thus saving the company the trouble 
and expense of a special trip for collection, besides bringing them in 
closer touch with the company, so that they are apt to become customers 
of the other departments. If it is necessary to send notices oi rent due« 
a form like that shown in Figure 266 is mailed several days before the 
rent is due. When the rent is delinquent, a notice like that in Figure 
267 will often obviate the necessity of legal action. 
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Th^ Guardian Savings 81 Trust Co., 

REAL BSTATC DEPARTMENT. 



'Ur'^'in^ 



^/1/>^lXJU^. 



CLEVCLAfiD. O.,^ 



^yiLi^r<U. /a ,> q <?7 



CK THArSfiOO MVST PA^ 



^1^ 



PLEASE TAKE NOTICE 
SURRENDER POSSESSION OP PREMISES AT- 



PAY YOUR DEUNQUENT RENT AT THIS OFFICE OR 




-IMMEDIATELY. 



VOUR NON-COMPLIANCE HEREWITH WILL NECESSITATE OUR BRINalNO ACTION TO SECURE 
POSS.CSSfON. 

TH|E GUAROrAN SAVINOS S TRUST CO. 

■Y /( ^ -V » 



■UOOO S-06. 



^ 



Fio. 267. — Notice of Delinquent Rent. 






No ft02 

MISSISSIPPI VAJULEY TRUST(^q6. 

TQ ^BvTrwx. ^^-^ U>. 



i.M^^^rr^jJ^^ aXr 



-.iuiddbaise 



45 




Fig. 268. — Requisition for Supplies or Repairs. 







CTIAHOK 






•^ 


•«55' 


.».i« 


««•' 


r- 






/^ 




{?.^..^^-t- ^^Lr 




"~" 




a«io (PL^r ^. 


rf< 




f'2ii,,>^.w. Ol,IP:. 




~~ 


^ 














) 


























'""^ 














"~* 































Fio. 269. — I^ist of Property. 




Fig. 270.>-Rent-Roll Book. 



Digitized by 



Google 



$66 
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Repairs or supplies for buildings in charge of the department are or-- 
dered upon written requisitions like that shown in Figure 268, of which 
carbon copies are retained by the company. 

Figure 269 shows a loose-leaf form used to list properties in charge 
of the department. 

The left-hand page of a "Rent roll book," permanently bound, is 
shown in Figure '^TO. The width of the page is 18 inches. The record 
is continued on the right-hand page of the book, the columns of whihc 
are headed with the names of the months from March to December, 
inclusive. This answers the double purpose of a rent book and a list 
of properties handled for each landlord. 

Forms for the record of insurance and taxes on real estate held in 
the trust department have been shown in Figures 7^, 75, 76, 77 and 78. 
Other forms for such records are shown in Figures 271 and 272. 

Figure 278 shows a statement of rents collected. The sheets are 
arranged in a loose-leaf binder with a duplicate form underneath, so 
that when the sheet is torn out to send to the customer, a copy of the 
statement in permanent form is retained. 

LANDLORDSr INSURANCE RECOj 



i3UnSL 



^dm-^f^H 



1^^ lUt l^M/H/* it, 




±£, 



2kc2£l2i. JMde^ 



-U. 



IfH ^» i, <p ip ^< 



Fio. '271. — Insueaxce Record. 



The Tickler or Maturity Index of this department does not differ in 
principle from those of other departments already described. Either 
cards or bound books are used, according to preference. 

The methods of accounting for this department vary according to the 
extent of the business, and the tastes of the officers. The general methods 
already described for the estates division of the trust department are for 
the most part adapted to the use of this department. Original entries 
may be made upon debit and credit tickets, such as have been shown in. 
Figures 158 and 159, and from them be entered in the journal, or may 
be entered at once in an ordinary cash-book. For a journal, the form 
shown in Figure 274 is convenient. The names of the accounts are en- 
tered in the middle column, descriptions of items at the sides. The ledger 
forms shown in Figures l6 and 17 are convenient for accounts in this- 
department. Ordinary ledger forms are also used. 

Forms of rent books have been shown in Figures 70, 71, 72, and 
in Figure 270. Another form is shown in Figure 275. The top of the 
page being blank, such memoranda may be entered as the bookkeeper or 
officer in charge prefers. 
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mtirr eouMcnom pom mo^cvrv or Md. 

eoMMOWWCAi.rN rmusr company 



^^-^/^><b^ <^^T^^rrv, 



' 2U-'J 9^^^r^(M\. 
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-.^W 3« i«6 ro/ii^.3t ^L ST tOU/S. 
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'•* r?.L 
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///i- fi'^.; 


A7aS<i^^t.ii. 


'^,7 


'^,?* 


Au.3t 




.aaS" . 




\Mi j 


^AS 




du;L^^ ^ 


^-V7-<4l. 


^a^ 








\k^ 








111 




<l^_.L).v/y. 


3A 5^«-^ ^_ 


../a£_ 
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rf- 


r_S..^^^ 
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FlO. 273. — STATE3IEXT OF RenT8 COLLECTED. 
Jonmiil JluaJ^^,^Uv^^V^ f^, f'R 7 
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•M<t»*ti«a 



'i' U.. 



<f(trlAHO,(iLr^. 



-^ 



<An^-^ 



^-.w^y -nvf- ^f 



•-& 



Fio. 274. — JorRNAL. 
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Fio. 275.— Rent Book. 
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CHAPTER XIL 
THE TITLE INSURANCE DEPARTMENT. 

LAWS have been enacted in many of the states throughout the coun- 
/ try during the past twenty-five years providing that companies 
may be incorporated for the purpose of guaranteeing or insuring 
the title to real property and to conduct a mortgage loan and tru^t com- 
pany business; the latter, however, being consistent with the powers 
granted them as such title guarantee or insurance companies. x\mong 
the powers of such a company is the right and authority to prepare and 
furnish bonds, mortgages and other securities and to guarantee the valid- 
ity and due execution of the same as well as the performance of contracts 
incident thereto ; to make loans for itself or as agent or trustee for others / 
and to guarantee the collection of interest and principal of such loans; 
to take charge of, sell, mortgage, rent or otherwise dispose of real estate 
for others, and to perform all the duties of an agent, or trustee, relative 
to property conveyed or otherwise entrusted to it. Such title guarantee 
and trust companies have been organized and are doing business in most 
of our large cities. These companies preliminary to commencing work 
usually acquire the books or records of local abstract firms, or corpora- 
tions, as a basis for their future guarantee plants. During the past dec- 
ade the growth of these companies has been very rapid by reason of their 
extensive operations resulting from their combined powers. Experience 
has proven that in the consolidation of the guarantee and trust features 
better results have been obtained for each; this is very well illustrated 
in the case o£ a mortgage loan made by the company; after the loan has 
been approved and accepted the title to the property to be secured by 
the mortgage is guaranteed by the company; after which, if desired, the 
mortgage can be placed upon the market and be handled to better ad- 
vantage than one not so guaranteed. 

In order to fully understand how such companies transact their busi- 
ness in the exercise of their powers enabling them to issue their different 
forms of policies of title insurance it is necessary to go into detail and 
explain their procedure. 

To begin with the title insurance company owns its abstract plant, 
built on the most modem and approved plan, consisting of a complete 
history of the title to all of the real estate in the territory where it does 
business, including not only a transcript of the deed, mortgage, probate 
and tax records, but of all other matters of record which may affect the 
title, such as judgments, decrees, executions, levies and pending suits in 
any court of record, whether federal, atate, county or municipal, includ- 
ing also plats and maps showing partitions, subdivisions, street and alley 
openings and vacations, etc. The necessity for this is obvious, for in 
guaranteeing titles the company must be absolutely certain that the ab- 
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stract work is accurate and beyond question^ and this can only be accom- 
plished by using a plant over which it has full and complete control and 
supervision. 

In applying for title insurance it is not only customary but the rule 
to require applicants to fill out printed applications for the same^ wherein 



No . 

The Bodenignad hereby coiplajrs Tub Gvaramtbb Titlb akd 1 

\, »pd ilityaf^tfwet of the •"atjM buM • Pdiey in its lii^ focn egaiiMt liens or derecto in 

.*f ....Q^u^iH^^j2M^crM^ %ya£/xfa,„^... 



AMD TmusT CoamXyr to exanins^tho title to premises 



Brief descripcioB of pnaiae^... 



i^..y,?^^.^.....st. 







/AA^ 






BrilBte or intcrsst to be insnied.. 



^yi^ ^>unv^i^ 






Party to be insaied... 






Bj what meens end et what time wes 
title vested or to be vested in party 
tobeinsorsd. 



of veins. $./£?^.^.6^.. 




laaaatl 



Realty. $ 3.0.QXX:. ^ Improvements, $ . 



It Is agreed that the foregoing statements srs tne to the beet vi.yj^^A^. knowledge and belief, and are 

rapiesenutioiis on the faith of which taid Policy U to be issoed. ^ (7 

The applicant hcteby agrees that if, bofors thedeliveiy of the Policy, he or his agent, shoald have any notice e* 
information as to defecU. objections, liens or incumbrances affecting the title to be insnrsd, he will at once folly make 
known the same to the Company. 

The applicant andcrstands that under the Policy to be ifsned, the Company will not insure against special ass es s- 
meats or liquor taxes, nor the righu and claims of parties in pesssssion not shown of record, nor conveyences, agieementt 
or mechanics' liens not fiM <» of record st date of itsaanc* of Policy. 

The applicant hereby agrees that whenever the Compeny notifies him that it will issue a Policy, he will accept thr 
Mme and pay the premium therefor. 

If the Company, after examinalion declines to iswie the Policy on account of defecU in the title, the applicant agreca 
to pay the nccesmry expenses incurred by the Company in making siKbnamination. 

"^ "^^ Lpplicant. 

Fio. :276. — Application for Guarantee of Title. 




are to be found a number of questions relative to the proposed insurance 
and which are agreed upon to be a warranty of the facts therein con- 
tained. Figure 276 shows a form of such application. 

It will be observed that the application shown as Figure 276 is in- 
tended for an owner's policy ; the form for an application for a moHgage« 
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leasehold or any special policy is the same, but the answers to all of the 
questions relating thereto must be consistent with the estate or interest 
to be insured. 

After the application has been received and accepted by the company 
an abstract of the title to the property sought to be guaranteed is pre • 
pared and submitted to the title officer of the company. If, in his opin- 

THE 

Guarantee Title and Trust Company, 

CLEVELAND, OHIO. 



Na.19651. Policy oj Tide Insurance. 

THE GUARANTEE TITLE AND TRUST COMPANY, by this policy of insnnnce, is 
consideration of the snm of_ Ozw Hundred oo^oo Dollars (#100«00) ^— .—^ 



to it paid, insnres John Benaon Thomas , his 



executors, administrators,' hdrs and devisees, and sll other persons to whom this Policy may be 
transferred with the assent of this Company, testified by the signature of its proper officer endorsed 
on this policy, against all loss or damage not exceeding.Tsn Thousand ooAoo Dollars _.. 
(♦10000.00)-: ! ! 

.Miaas, which the insured shall sustain by reason of defects, or nnmarketability of the title of the 
insnred to the estate, mortga^,'or interest described in Schedule A, hereto annexed, or because of 
liens or incumbrances charging the same at the date hereof, ekcepting only such liens, incumbrances 
and other matters as are set forth in Schedule B, or 'excepted by the conditions of this policy hereto 
annexed, and hereby incorporated into this contract, the loss and the amount to be ascertained in the 
manner provided in said conditions, and to be payable upon compliance by the insured with the 
stipulations of said conditions and not otherwise. 

This Policy is issued upon application by or on behalf of the insnred, numbered 19551 , ^ 
and agreed by all parties claiming hereunder to be a warranty of tbe facts therein stated. 

In Witness Whereof, Thb Guarantbb Title and Tkust Company hath caused iu cor- 
porate seal to be hereto affixed and these presents to be signed by its President and attested by its 

Secretary, this— Eighth day of —.January ^^ in the year of our Lord one thousand 

nine hundred and seven, at 3:40 P* K* 




^^..Js^> 




PresidenL 



Fig. Til. — Title Insurance Policy (first page). 

ion, the title is insurable, he directs the issuance of the policy in accord- 
ance with the forms shown as Figures 277, 278, 279 and 280. If the 
owner of the estate to be guaranteed is a corporation, co-partnership or 
association, the policy would run to it, its successors and assigns, instead 
of to a person^ his or her executors, administrators, heirs and devisees, 
as shown in Figure 277. 
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Figure 278 shows an absolute or fee simple estate guaranteed. This 
form is commonly known as an owner's policy and is used as such^ and 
the company's liability thereimder is forever, or until the policy is sur- 
rendered and cancelled, in accordance with its conditions. 



foBctNo. 19551 • 



SCHEDULB A. 







iM Ij wUah the «Ute or iaUMt eo««nd by tUi policy k VMltd ia the iMDMd. 

An undlTlded one«half interest in premLses de8cril)ed b^ow loy 
Descent thro\igh the Betate of S. P. Burke, deceased. Istate admin- 
istered upon in Cuyahoga County Probate Court, Docket 101 yHo«l 6378. 
An undirided one -half interest in premises described below by 
Warranty Deed from A* D* Fraser and Mary A* Praser, his wife, to 
John Benson Thomas, dated January 8, 1907, filed for record 
January 8, 1907, at 3:40 P. K*, and being Pile Ho. 550,731 ■ ■ 

a TktpnwMlBwUeklhoiMimdkMlhoMtoitoriairateonndbjtkiipolky. 



Situated in the City of Cleveland, County of Ci^ahoga and Stats 
of Ohio, and known as being SubLot Ho* 50 in V. C* Le8lie*s Sub- 
diTision of part of original One Hundred Acre Lot Hoo 491 , aa 
shown by the recorded plat in Volume 60 of Maps, Page 3 of 
Ci;^ahoga County Records, and being 40 feet front On the Sasterly 
aide of So 132nd Street and extending back of equal width 120 
feet deep, as appears by said plat* — ^-»— ^^.^»_^... 



Fio. 278.— Title Insuhance Policy (Continued). 

In other forms of Schedule "A" (Figure 278) where the estate or 
interest insured is for life, term of years or mortgage, Item 1 of the 
schedule would show the nature of the estate insured and Item 2 would 
disclose the source bv which that estate was vested in the insured. 
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The company's liability under these latter fonns of policies ceases 
upon the death of the life tenant, termination of the leasehold or dis- 
charge of the mortgage, respectively. 

Other interests or estates, such as rights of way, party walls, re- 
strictions and the like are insurable and the form shown as Figure 278 
can be used and fitted to meet these special requirements. 

Schedule B. 

tUt policy *UM nat tani* fim tack tttatm, ialtMU, MM*, ohjmlota le b'lW, IIUm. Attftt, tai boiiltraaeM kff«ilo( Mid 
litiMliw, OT ite MUM or \nut*m. IomnJ, n ar« mi fottk Mmt i* Uife Khtd*]*. 



1 : Uorteaee fron A* D. Eraser and Uary A. Eraser, his wlfe^ and John 
Benaon Thonaa, aingla* to Charles 7. Laughlin, for IbOOO.OO, dated 
Koveisber 8, 1906. filed for record November 9, 1906, at 10235 A. H. , 
and recorded in voluine 2060, Pa^s 31 of Cuyahoea Coiuity Records. 



The Taxes of 1906: The Treasurer's aeneral Tax Duplicate shows |84.34 

due • 

Si^ecial Taxes and Assess'nents cf any kind, if an&'» 



Fio. -279. — Title Insuraxce Policy (Continued). 

Figure 279 shows Schedule "B" of the policy. Under this schedule 
all the defects^ llens^ incumbrances and objections against which the com- 
pany does not guarantee or assume any liability are briefly enumerated; 
however^ if the insured desires the objections to be spread in detail upon 
the schedule it can be done by the company, otherwise resort to the rec- 
ords, for particulars, will have to be made. 

The conditions under which the policy is issued are as follows: 
Policy No. 19551. 

Conditions op This Policy. 

1. THE GUARANTEE TITLE AND TRUST COMPANY wlU. at Its own 
cost, defend the insured In all actions or proceedings founded on a claim of title 
or Incumbrance prior in date to this Policy and not excepted therein. 

2. No claim shall arise under this Policy, except under section 1 of these 
conditions and except also in the following cases: 

(I) Where there has been a final determination in a court of competent 
jurisdiction, unAer which the Insured may be dispossessed or evicted from the 
premises covered by this Policy, or from some part or undivided share or inter- 
est therein. 

(II) Where there has been a flnal determination, adverse to the title, as 
insured, in such a court, upon a Hen or incumbrance not excepted in this Policy. 

(III) Where, in cases of gruarantee of the interest of a mortgagee the mort- 
gage- has been finally adjudged, by such a court, to be Invalid, or ineffectual to 
charge the premises described in this Policy, or a Hen inferior to that desig- 
nated In this Policy. 

(IV) Where the insured shall have transferred the title insured by an instru- 
ment containing covenants of title or warranty, and there has been a flnal Judg- 
ment rendered In such a court against the insured, his heirs, executors, admin- 
istrators, or successors on any such covenants or warranty and because of some 
defect of title or Incumbrance not excepted in this Policy. 

(V) Where the insured shall have contracted In good faith in writing to sell 
the Insured estate or interest, and the title has been rejected because of some 
defect or incumbrance not excepted In this Policy, and notice In writing of such 
rejection shall have 'been given to this Company within ten days thereafter. For 
thirty days after receiving such notice, this Company shall have the option of 
paying the loss, of which the Insured must present proper proof, or of malntain- 
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Inff or defending: either In Its own name or at its option in the name of the in- 
sured, some proper action or proceeding:, begrun or to be begrun in a court of 
competent Jurisdiction, for the purpose of determining the validity of the objec- 
tion allegred by the vendee to the title, and only in case a final determination 
is made in such action or proceeding:, sustaining: the objection to the title, shall 
this Company be liable on this Policy. 

(VI) Where a purchaser at a sale under the Judgment or order of a court 
of competent Jurisdiction has been relieved by the court from a purchase of the 
insured estate or interest by reason of the existence of some lien, incumbrance 
or some defect of title not excepted in this Policy. 

(VII) Where the insured shall have neg:otiated a loan on the security of a 
mortg:age on an estate or interest In land insured by this Policy, and the title 
shall have been rejected by the proposed lender, this Company, if there Is no 
dispute as to the facts, will consent to the submission of the question of the va- 
lidity of the title, as insured, to the Common Pleas Court for the County in 
which Is situated the property affected by this Policy, and upon the Judgment of 
such court shall then depend the liability of this Company. 

8. In case any action or proceeding described in Section 1 of these condi- 
tions, is commenced, or in case of the ser\'ice of any paper or pleading, the ob- 
ject or effect of which shall or may be to impugn, attack or call in question* 
the validity of the title hereby insured, as insured, or to raise any material ques- 
tion relating to a claim of incumbrance hereby insured against, or to cause any 
loss or damage for which this Company shall or may be liable under or by vir- 
tue of any of the terms of this Policy, or in ca^e any action or proceeding is be- 
gun that may have such object or effect, it shall be the duty of the insured to 
at once notify the Company thereof in writing and secure to it the right to main- 
tain or defend such action or proceeding, and to give all reasonable as«!lstance 
therein, and permit It to use. at its option, the names of the insured. If su£h 
notice shall not be given to the Company within ten days after the service of 
summons or other process In such action or proceeding, then all liability of this 
Company in regard to the subject matter of such action, or proceeding shall 
cease. Provided, however, that an assignee for value* of the Policy, with the 
consent of this Company thereon endorsed, shall not be affected by such failure 
to notify, if such assignee through ignorance of the beginning of any such action 
or proceeding shall have been unable to give or cause to ^ given the notice re- 
quired by these conditions. This Company will pay, in addition to the amount of 
the loss, all costs Imposed on the insured in litigation carried on by it for such 
party under the requirements of this Policy, but it will in no case be liable for 
the fees or other charges of any counsel or attorney employed by the insured, 
and the costs and the loss paid shall not together exceed the amount of this 
Policy. 

4. Whenever the Company shall have settled a claim under this Policy, it 
shall be entitled to all the rights and remedies which the insured would have 
had against any other person or property in respect to such claim, had this 
Policy not been made, and the insured will transfer or will cause to be transferred 
to the Company such rights, and to permit it to use the name of the insured for 
the recovery or defense thereof. If the payment does not cover the loss of the 
insured, the Company shall be subrogated to such proportion of said rights as 
the amount paid bears to the amount of loss not thereby covered. The insured 
warrants that such rights of subrogation shall vest in the Company unaffected 
by any act of the insured. 

6. Nothing contained in this Policy shall be construed as a guarantee against 
defects or Incumbrances arising after the date hereof, or created or suffered by 
the party guaranteed; nor will this Company be liable in any event for loss or 
damage by reason of liquor taxes; nor by reason of taxes or special assessments 
which have not been entered upon the County Auditor's Duplicate; nor convey- 
ances, agreements or mechanic's liens, not filed or of record at the date hereof; 
nor the rights or claims of parties in possession not shown of record. 

6. In every case where the liability of this Company has been definitely 
fixed in accordance with these conditions, the loss or damage shall be payable 
within thirty days thereafter. Provided, however, that in every case this Com- 
pany may demand a valuation of the estate or interest insured, to be made by 
three arbitrators or any two of them, one to be chosen by the insured, and one 
by this Company, and the two thus chosen selecting the third; whereupon no 
right of action shall accrue until thirty days after notice of such valuation shall 
have been served upon this Company, and the Insured shall have tendered a 
conveyance or transfer of the estate or Interest Insured to a purchaser to be 
named by this Company, at such valuation, less the amount of any incumbrance 
on said estate or interest not hereby insured against, and this Company shall 
have failed within that time, during which said tender shall "be kept good, to find 
a purchaser for the estate or interest upon such terms. And provided, also, that 
this Company shall always have the right to appeal from any adverse determi- 
nation; but no appeal shall operate to delay the payment of the loss, if the in- 
sured shall give to this Company satisfactory security for the repayment to It 
of the amount of such loss in case there shall be ultimately a determination In 
favor of the Company. In every case this Company shall have the option of set- 
tling the claim or paying this Policy In full; and the payment or tender of pay- 
ment to the full amount of this Policy shall determine all liability of the Com- 
pany under It. 

7. Any untrue statement made by the insured or his agent affecting the 
subject matter of this Policy, or any suppression of any material fact, or any 
untrue answer by the Insured or his ag.»nt to material inquiries, before the is- 
suing of the Policy, shall avoid the Policy: but an assl8:nee for value to whom 
the Policy has been transferred with the consent of the Company endorsed there- 
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on, shall not be affected by any such untrue statements or answers, or by such 
suppressions or breach of warranty In the application, of which he was Ignor- 
ant at the time the assent to the transfer to him was endorsed by the Com- 
pany. 

8. All payments under this Policy shall reduce the amount guaranteed pro 
tanto, and no payment can be demanded without producing the Policy for en- 
dorsement of such payment. If the Policy be lost or destroyed, indemnity must 
be furnished to the satisfaction of the Company. 



AflstgnmenM of this Pbliey most be with the asaent pf the Compu^ cadorped heraoo. wad to protect attbe^nfflt 
I afiuiiat interaicdiate daims or kwMt. imut be cootiiMicd to date, 
Zo aaiciiting to aaaJgDineats no Uabilitj Isfaaaiaed by the Qfmgtmj tfit ^idtettflt iaenabruoea created luheegLncBt 
to the date of tUa Policy. 



ASSIGNMENTS OK JPOLICY. 



iClevelaiid. Ohio, April 16, 19^7 , For Yalne ReodTed I hereby aaaign aU iaterat 

In this Poiky u>: Sva U* Hubbard* 







5^^^Cr»^^A^ 



.Aaaentedto C^j^^f-^-"* x ^^ I9<f7^tt>>}«ctto4^^oingoonditioai. 

Ths GuAftAnsjcJTiTLS Airb Tacar Co. 







SecretaiTT^ 



CIcvdaad, ^ 19 For Value Received Ibcieby aaaiga all talefcat 



JttthisFOltarto •^ 



19 anbjcct to feiegoiaf oooditioaa. 

'TvB OcA.KAims»Tnis Ain>- Tnuar Co. 



Cleveland. Ohio, January 8, 19 07. 

IXM. if any, payabk to^ Cfcarf-flA-g^.TiaugM tn ,^ , Mortgagee,. wuJlla 

inteceat nuy appear. 

Ths GoABAMpa».TtTu AiriD Tsvar Co, 




Secretary* . 



Cleveland. I9 

Loaa, if any. payable to Mortgagee. 



The OuAKAKTn Trrui aus Tbust Ca 
By 
Fig. 280.— Title Ixsuravce Policy (Continued). 

Sometimes the applicant for insurance requests the company to issue 
the policy in the name of his grantee of record^ instead of having the 
policy issued in his own name, which request is usually granted and also 
if the request be made by such grantee that the company eliminate from 
the form shown as Figure 277 the words "This policy is issued upon 

application by or on behalf of the insured numbered and agreed 

by all parties claiming hereunder to be a warranty of the facts therein 
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stated," as well as paragraph 7 of the conditions of the policy above 
shown, such request can be granted. 

In the form shown as Figure 277 provision is made to insure the 
assignee provided the policy is transferred with the consent of the com- 
pany, which consent must be testified to by the signature of the proper 
officers endorsed on the policy. The forms of the assignment of the 
policy are shown as Figure 280. 

THE 

Guarantee Title and Trust Company, 

OK OHIO. 



No:286m • 



EXTENSION OF 

Policy of Title Insurance. 



THE GUARANTEE TITLE AND TRUST COMPANY, by this Extension Policy of Title 
Insurance, in considerstion of the sum of —^^ 7iTQ ooAoo Dollsrs 

(• 5 aOO ) extends its obligations under Policy of Title Insurance No. 195S1 , to- wbicb this 

is attached, according to all the terms, exceptions, stipnlations and conditions of said policy, bnt not as 
against the additionlsl matters set forth below. — ^^^— ^^— ^-^— — — — — ^— ^-^^^^— 



1: Jud^cMnt for #100. 00 damages and |10*13 costa, with Interest, against 
J* B. Th<n9a8 , rendered January Term 1907 , in caas of W. J» Bower 
against J* B* Thoaias and others. Ho* 130,625, Sxecution Docket ISO, 
Page 71 in Cuyahoga- Co\inty (Tourt of Coafton Fleas* ^ 



The Taxes of IQO**. 

Special Taxes and Assessnents of any kind, if any* 



2: 



Whereof Thb GuARAirrBB Tms and Tkust Company hath caused its cor 
porate seal to be hereto affixed and these presents to be signed by its President and attested by its 
AssislsiH Secretary, this Seventh — - day of — March o^— ^— in the year of onr Lord one 
thousand nine hundred and seren , at 4 :01 P* iil* 




^t^t^^y 





Fig. i?81. — Extension of Policy. 



In assenting to such assignments no liability is assumed for defects, 
liens or incumbrances created subsequent to the date of the policy. 

It very frequently happens that the owners of policies, other than 
that of a mortgage policy, desire that the original policy be extended to 
cover a subsequent date. This can be done by either of two methods: 
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First — By attaching the form shown as Figure 281 to the original 
policy^ if there has been no change in the ownership of the title^ and 

Second — If there has been a change in the title, to cancel and sur- 
render the original policy and substitute, in lieu thereof, a new policy in 
the name of the new owner with all the attending objections as would 
necessarily be shown in Schedule "B" the. form of which is shown as 
Figure 279, provided, however, that in either of these two cases nothing 
has been done to avoid the original policy. 

A mortgage policy can not be extended for the reason that the guaran- 
tee or liability thereunder is limited, the company guaranteeing the mort- 

Clwelaod, OMOj.i^rll Twantleth 1907. 

iHEREAS, Polloy of Title lamiranoe lo. 19661 and bt«i»lon thtroof 
Ho. 28615, guaranteeing tha title to Bnblot lo. 90 in T. 0. Leelia*8 SnMlrlelon 
of part of original One Hundred Aore Lot lo. 491, m aliovn by the reoordod plat 
in Voluae 80 of Hape, Page 3 Ooyaboga County Reooxde, ieeoed by TBI CR7ARA9TB 
TlTLr AKD TRUST COKPAUY, Jannary 8th, 1907 and ICaroh 7th, 1907 reepeotl»ely» 
havo been aialaid or loat; 

KOI TKERiTOHE, in oonaideration of IBK OQARABTEE TITLE AID TRUST 
COL'PiU:y having re-ieaued aaid Poller of Title Inouranoe Ho. 19661 and btenaios 
thereof Ho, »616, undar Policy lo, 30808 and deliverad the sne to Charlee F 
LautMln, we hereby waive all right, titla and olaia, ehidh we or either of ve 
may havo in, to and under eaid Polloy lo. 19681 and Istenaion thereof lo. 88816,, 
nd do hereby promiao ani agree to return aaid Polloy and Istensioa eo ada- 
laid or loet to aaid THE OUARiJTIE TITLE AID TRUST COUPAST for anrrooder and 
cancellation, ahouli the oane ever ocdo into our poaaeeaion. 






Fig. 28i?. — Release of Claim. 

gage to be a first lien on the premises secured by the mortgage at the date 
of record, except what might be spread upon Schedule "B" shown as 
Figure 279. 

It may be well to note that in the event of loss, destruction or mutila- 
tion of a policy, the company will, upon satisfactory proof thereof, issue 
a duplicate of the original policy provided the insured will waive or re- 
lease all his or their right, title and claim in, to and under the original 
policy. For form of such release see Figure 282. 

Carbon copies of all policies, and their assignments, issued and as- 
sented to by the company, are preserved, and a record of all such policies 
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and assignments is kept in a book especially made and provided for that 
purpose^ termed a "Policy Register/' a copy of which is shown as Fig- 
ure 283. 

Figure 288 completes the list of forms used in the issuance of policies 
of title insurance^ and the last thing now to be considered is the worth 
and value of title insurance as a means of security and protection to the 
party guaranteed under the contract with the company^ which contract 
may be defined to be an agreement whereby the insurer^ for a valuable 
consideration, agrees to indemnify the insured in a specified amount 
against loss through defects of title to real estate wherein the latter has 
an interest, either as owner or otherwise, and against liens and incum- 
brances charging the same, there being, however, no implied agreement 
on the company's part to go beyond the conditions of the title existing at 
the time the policy is issued or to assume a general liability to indemnify 
against future liens or incumbrances. 









iflTiiTiit 



C^^^^^l 




tfCr:r;rg-^g£^TF3cyr 



Fio. 283. — Policy Register. 

The form and method of such protection is governed by the law of 
the state where the land is located, the title to which is guaranteed. 

In some localities, before a company can issue its policies, it must 
deposit with the proper state officials sufficient collateral to guarantee and 
protect the policy holders against loss which they may sustain in the non- 
performance of the company's contracts of title insurance with them. 

The deposit required for such protection, as above, may consist of 
gold coin. United States bonds, state securities, stocks, first mortgage 
loans on real estate and other approved securities, the amount and nature 
of which are regulated entirely by state legislation. 

In addition to this, further protection is afforded by the capital stock 
and assets of the company. 

With this kind of assurance a policy holder may feel fully protected 
in his investment or guarantee. . 
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CHAPTER XIII. 
METHODS OF XNOREASINO BUSINESS. 

CONTRARY to the conditions a few years ago, a consideration of 
methods of increasing the business of a bank or of a trust company 
at once suggests the subject of advertising. The dignity of the 
|)rofession no longer forbids advertising, although success in such adver- 
tising still demands dignity. 

The successful trust companies of to-day advertise. Their advertise- 
ments are not the formal and unattractive cards of former years, nor 
4ire they of the cheap and flaring style of the circus poster. Advertising, 
in the ordinary signification of the word, is of course not the only means 
used by progressive companies for increasing their business, but it is now 
firmly established as one of the important means. The change in attitude 
regarding the expediency of trust company or bank advertising has come 
in part through the necessity imposed by keen competition, in part through 
a more intelligent consideration of the ethics of the bank advertising 
•question. It has come, too, as part of a general progress in the art of 
advertising. Without question the people read advertisements far more 
ilian formerly. Partly as a cause and partly as a result of this, present 
•day advertisements are more readable. The importance of the advertis- 
ing column or page has increased, and its quality has improved. 

Reasons Why a Trust Company Should Advertise. 

The reasons for advertising on the part of a trust company are more 
^numerous and more forceful than those for advertisements on the part 
-of a bank. Aside from the fact that competition makes it, in most locali- 
ties, fairly a necessity if the company wishes to grow, there are the facts 
-that the trust company has a much wider scope and more features to 
advertise than has the bank, and that the trust company is still a new insti- 
tution, whose functions are little understood by the people at large. 
Comparatively few, indeed, understand exactly what a bank can do for 
its customers; and fewer still what services a trust company can render. 
In the education of the public as to the extent and the variety of the 
trust company's functions, there is virgin soil for cultivation by the adver- 
tiser. 

There is also a fruitful field for the advertising trust company in the 
seeking of deposits from people who have never had bank accounts. 
Nearly everybody has at least a little money, but less than a majority of 
the people have money on deposit. 

It follows that some of the advertising of the trust company must bo 
-of the "educational" kind; i. e., must be devoted to explaining what a 
trust company is, and how it can be used, and to inculcating habits of 
-saving and thrift among the people. The results of such advertising will 
fhelp the business of other companies as well as that of the advertiser. 
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Short-sighted, however, would be a policy of refraining entirely from- 
such publicity because of this fact. In the end its effect upon the busi- 
ness of the advertiser, as well as upon the business in general, must b* 
beneficial. The recently formed "Banking Publicity Association" is doing- 
a good work in seeking to distribute the burden of this educational adver- 
tising. 

The economic effects of this form of publicity by banks and trust 
companies are of more than passing interest The principles of economy, 
thrift, self-denial, abstinence from extravagance are instilled into the 
minds of the people. In this respect, financial institutions arc doing for 
the present generation what Benjamin Franklin did for his. The evil 
effects of get-rich-quick and other fake schemes are in part counteracted. 
Money hidden away in the traditional stocking is brought into circula- 
tion and use, thereby increasing the available capital of the general 
public. The field for robbery and exploitation is narrowed. 

Direct or Individual Adybrtisino. 
General writers on the subject of advertising divide it into two classe»^ 
— general advertising and direct advertising. The former is designed to 
create a demand for the product ; the latter, to make sales direct from the 
advertiser to the consumer. In financial publicity the corresponding^ 
classes are educational and individual advertising. Both are intended 
to increase the business of the advertiser, but it is evident that the latter 
will, under favorable conditions, produce this result the more directly. 
However, it is an art which requires skill and tact. Its expediency is no^ 
longer questioned by the majority of bank and trust company officials; 
yet it is a kind of advertising which must be conducted along lines some- 
what more conservative than are proper for other kinds of business. It 
need not and should not be unattractivje and lifeless; but it must not be 
in any way cheap or sensational. In the minds of some of the people 
there doubtless lingers some question regarding the propriety of a bank 
advertising for business. A too strenuous bid for deposits may easily 
suggest that the company is badly in need of funds, and so tear down 
rather than build up the business. Above all, trust company advertising 
must be thoroughly honest and straightforward. 

Management of Advertising. 
The larger companies maintain an advertising department, in charge 
of a man specially qualified for the work, and with a corps of stenogra- 
phers or other assistants. The man in charge is given various titles by- 
different companies — Advertising Manager, Manager of Publicity, Adver- 
tising Agent. He should have not only natural qualifications for the 
work, but also a special training; for advertising is a science the mastery 
of whose princi]ilcs and details requires careful study. The advertising 
manager must understand human nature, possess common sense, be a 
master of good plain English and have the knack of stating things in 
clear, concise, attractive and convincing manner. A practical training in 
bank or trust company work is desirable, and in any event he must thor- 
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ouglilj understand the essential points of the trust company business. 
He should have a working knowledge of the printer's art, know some- 
thing of type faces and sizes, of engraving processes, of electrotyping, 
of qualities and prices of papers, understand the principles of display, 
know how to read and correct proof, and be familiar with mediums of 
advertising. 

Sometimes the advertising manager acts also as Auditor or as Pur- 
chasing Agent. Frequently in smaller companies one of the regular 
officers is detailed for this work as a part of his duties. In any case, the 
work should be in charge of one man who makes it his business to attend 
to it. If left to be looked after by any one of the officers who may 
happen to think of it, as is the practice in some companies, the inevitable 
result is advertising of a spasmodic and ineffective kind. 

In small companies, having but one active officer, the advertising will 
of course be one of the many duties of that officer, but a duty which he 
must attend to systematically if his institution is to grow. 

The recoids of the advertising department are simple, and few in 
number, but should be devised and kept with oare. Samples should be 
kept of all advertising matter issued, scrap-books being provided for 
advertisements appearing in periodicals, follow-up letters, etc., and files 
for circulars, booklets and novelties. A diary or journal should be kept, 
showing what advertising matter is sent to persons on the advertising 
lists, and when sent, and recording any matters about which it may in 
the future be essential to have exact information. A record of results 
of advertising campaigns is desirable, and to this record the other de- 
partments of the company will need to contribute lists of new accounts, 
new trusts, new safe deposits renters, etc., traceable to advertising. The 
-department needs a Tickler, cards being most convenient for the purpose. 

The advertising lists are kept on cards, of which two forms are shown 
in Figures 284 and 285, the cards being arranged alphabetically in cases 
or drawers of cabinets. It is usually desirable to have separate lists of 
different classes of people, and this may of course be done by having 
the cards for each list filed in a separate case. Often also it is best 
to have separate lists of the "prospects" of each department. The 
division into classes may still be maintained when all the cards are filed 
together alphabetically, either by using different colored cards for the 
different classes, or by using tabs at the tops of the cards, as shown in 
Figure 284, — all the tabs being cut off each card except the one wanted. 
A more elaborate classification may be obtained by a combination of the 
two methods, using cards with tabs, printed in different colors. The 
filing of all the cards in one list is a protection against duplication of 
names, which should be carefully avoided. 

In Figure 284, the consecutive numbers at the bottom of the card 
refer to the advertising matter sent to the person named on the card, 
the scrap-books or diaries showing what was included, for instance, in 
advertising matter number 5. When the matter is mailed, either a check- 
mark or the date is inserted in the little square which shows the corre- 

Digitized by VrrOOQlC 



382 



TRUST COMPANIES. 



Eponding number. The provision for 9^^ numbers on the card does not 
mean that so many advertisements are apt to be sent to each "prospect"; 
but a given person may receive Nos. 2, 5, 7, etc. Space is left at the 
right of the card for a record of letters sent to or received from the 
"prospect", and additional memoranda may be made on the back of the 
card. Figure 285 is self-explanatory. The record on the lower half of 
the card is continued on the back. The size of the cards is 3x5 inches. 
The preparation of mailing lists is a laborious and important part 
of the work, and should be handled with great care to select the names 
judiciously, to have the names and addresses correct, and to recognize 
the cards of those who become customers or whose mail is not delivered. 
The sources from which the lists may be compiled include lists of mem- 
bers of clubs, societies, organizations, churches, women's clubs, mercan- 
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tile agency registers, city and telephone directories, voters' lists, lists of 
teachers, policemen, firemen, attorneys, business houses, permanent resi- 
dents of hotels and apartment houses, post office and rural free delivery 
lists when obtainable, acquaintances of directors, officers and employees, 
persons who answer advertisements. One company when starting busi- 
ness in Xew York city employed men to go through the city directory 
fynd compile selected lists of names. Special or temporary lists of various 
kinds are made up from time to time as occasion arises. 

Planning an Advertising Campaign. 

The best results are obtained by carefully planning in advance the 
main features of the advertising campaign for the year. A definite sum 
should be available for the purpose, but should not be exhausted by the 
plans made at the start — a sufficient amount being left for emergencies^ 
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Too much must not be expected in the way of immediate results; and, 
indeed, although effort should be made to form an estimate of the 
amount of business that comes through the advertising, it must be recog- 
nized that it is utterly impossible to weigh such results with exactness. 

The plans should provide for advertising that is continuous and per- 
sistent, remembering that it is constant dropping that wears away stone, 
and persistent advertising that brings business. Little result is to be 
expected from spasmodic and irregular advertising; it lacks in force and 
in cumulative effect. Continuous and systematic publicity stamps upon 
the minds of the public the name of the company and the inducement* 
which it offers. The man who sees the advertisement of a given trust 
company daily comes to feel that he is acquainted with it and knows its 
strength and facilities. Another thing that argues for having advertise- 
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ments always before the public is the fact that people are earning money 
every day, and either saving or spending it. 

There is an advantage in adopting a suitable emblem, analogous to 
a trademark, to appear in all the company's advertising, including news- 
paper and magazine advertisements, circulars and stationery. Such 
emblems are in use, with marked success, by a number of prominent banks 
and trust companies. The emblem may be a neat picture of the com- 
pany's building, a distinctive style of type, a simple design suggesting 
the name or location of the company; or it may be an attractive design 
selected arbitrarily. Its use tends to give individuality to the advertising 
and to familiarize readers with fhe advertiser's name and business. In 
the use of emblems, however, care should be used lest all advertisements 
appear too much alike, thus causing the reader to pass them by with the 
idea that he has already read them. 

It should be a part of the plan to use only good qualities in everything 
— paper, printing, illustrations, etc. A circular well printed on good 
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paper costs no more for postage if sent by mail than a cheap circular; 
-while its possibilities for good are immeasurably greater. The public 
.instinctively associates cheap advertising with second-rate concerns. 

Mediums of Adyertisino. 

An important part of the plan of campaign is the selection of 

mediums. Nothing illustrates more forcibly the change that has taken 

place in the matter of financial advertising than the number of different 

mediums^ good and bad^ which are to-day used for advertising banks and 

trust companies. Among them are: 

Newspapers, daily and weekly. 

Magazines and illustrated weeklies. 

Financial periodicals. 

Circulars, booklets, statements, cards, monthly papers. 

Pay-roll envelopes. 

Personal and form letters. 

Cards in street-cars and suburban cars. 

Window exhibits. 

Signs, electric and other, on the building. 

Bill-boards and other forms of out-door advertisements. 

Calendars, blotters, wallets and other novelties and souvenirs. 

Newspapers. 

Experts in financial advertising seem practically agreed that for local 
business the daily newspaper (or the weekly newspaper in small towns 
having no daily) is the best single medium of advertising, because it 
reaches more people at a less cost per capita than any other medium, and 
because it is the place that people expect to find the advertisements of all 
live concerns. They are also agreed that newspaper advertisements must 
be supplemented by circulars and booklets. As to the proper propor- 
tions of the two mediums opinion is not so unanimous, and the question 
is largely affected by local conditions. 

In cities where there are several daily papers, it is important to select 
the right ones. The important considerations are, a wide circulation and 
the reaching of the class or classes of people from whom business is 
•desired. Frequently it is wise to use all of the local papers. As between 
morning and evening papers, the latter have the advantage of being more 
apt to be taken home and to be read by all members of the family. Oft* 
times it is useful to advertise in papers published in German or other 
foreign language, being careful to have the advertisement written in 
the same language as the reading matter of the paper. 

The frequency of the advertisements in each paper will depend largely 
upon the number of papers used. A common practice is to have the 
advertisement appear two or three times a week in each paper. The 
«pace used is generally two, three or four inches, although much larger 
fi))aces are occasionally employed. 

Circulars and Booklets. 
Circulars and descriptive booklets are being issued in great profusion 
by trust companies all over the country. Their usefulness is unques- 
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iioned^ but its degree depends upon several things^ among them being the 
familiarity which the people have with such literature. It is evident^ for 
instance^ that a given booklet will attract more attention in communi- 
ties where such things are novelties than it will where every trust com- 
pany has been issuing them for years. In the latter case^ the law of the 
survival of the fittest is more in evidence. 

It is customary to have one booklet treating briefly of all the depart- 
ments of the company^ and one booklet on each of the departments — 
banking, savings^ trusty safe deposit^ bond^ foreign exchange^ real estate^ 
etc. In addition^ circulars are often prepared^ each of which treats of 
some one function^ or one aspect of a function^ of the company; e. g., 
trustee^ executor or administrator^ guardian, agent, registrar^ collections, 
wills^ management of real estate, savings accounts^ checking accounts, 
safe deposit, storage of silverware^ storage of furs, letters of credit, 
interest on accounts. Educative ideas like the value of the habit of saving 
furnish the subjects of many little booklets. Circulars are issued directed 
to special classes of people — ^young men, teachers, firemen, policemen, 
farmers, actors, married women, working girls, foreigners — circulars for 
the last-named being written in various foreign languages. Many com- 
panies, particularly in towns and smaller cities, find it useful to publish 
a little monthly paper, distributed gratis, containing such general matter 
as will interest the readers together with educational and direct advertise- 
ments. Most companies publish in circular form their regular 
statements as called for,' but comparatively few get full advertising value 
from them. The ordinary bank or trust company statement has no mean- 
ing to the lay reader, and therefore no interest. But if the statement be 
•explained and put in plain English, excluding technical terms, it may be 
made a valuable advertising medium. 

Important results have been obtained from pay-roll envelopes fur- 
nished free to large employers of labor, having printed on their face a 
few well-chosen words on the value of systematically saving a part of 
one's salary or wages and depositing it in the Blank Trust Company. 
One large savings bank uses over two millions of such envelopes each 
year, and finds it a good investment. 

There are numerous ways in which circulars and booklets may be 
•distributed. The most common ways are by sending them to persons on 
the mailing lists and by placing them on the desks and in racks in the 
office so that people may help themselves. For the purpose of mailing 
it is well to remember to have the booklets of a size and weight that will 
permit their being placed,, perhaps with a letter, in an ordinary size 
envelope, and carried for one stamp. Mailing cards are coming to be 
used for this purpose. 

A little thought will suggest other ways in which the circulars may 
be distributed. The officers and clerks may carry a small supply in their 
pockets and hand them out as favorable opportunity occurs. They may 
be mailed with interest notices, with notices of safe deposit rent due, 
with notices to send in pass-books for entry of interest. When pass- 
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books are balanced and ready for delivery^ there is an excellent oppor- 
tunity to enclose in the book a neatly printed slip calling attention to 
the fact that the company is making every effort to render good service, 
asking for criticisms if the service has been in any way unsatisfactory^ 
and inviting the customer to bring in his friends. 

Magazines, Etc. 

Magazines^ illustrated weeklies and other periodicals whose circula* 
tion is general^ not locals are used when a banking-by-mail business is 
sought. In this field the selection of mediums is of supreme importance, 
and the advertising manager needs to thoroughly inform himself as to 
the bona fide circulation of each periodical considered^ the classes of 
people it reaches^ and the localities in which its circulation is greatest.* 
The opportunity is large to waste money by placing advertisements in 
mediums that do not circulate among the people wanted. 

Financial Periodicals. 

Financial periodicals are the mediums employed when advertising 
specially for accounts of banks and other trust companies. 

Letters. 

Personal letters, and form letters which are written as personal let- 
ters, are being widely used, and when intelligently written and handled 
prove a very valuable advertising medium. They arc sent to persons on 
the regular advertising lists and to selected lists made up from time to 
time. For instance, brief letters showing the value of opening savings 
accounts for the children in the family may be sent to parents of new- 
bom babies, the names being obtained from the birth lists. The subjects 
treated in the letters may be the same as those covered in booklets, but 
are treated briefly and in letter style. Some of the letters are direct 
invitations to open accounts. The "follow-up" system is generally used; 
i. e., new letters are sent out at regular intervals until the "prospect*^ 
becomes a customer or is evidently not to be reached by this method of 
advertising. 

The plan being that these letters should partake of the character of 
personal letters, care must be taken to adhere to the plan in every 
respect. The best way is to have each letter written separately by a 
corps of typewriter operators. If this is impracticable, the letters should 
be printed by a printer who makes a specialty of such work and under- 
stands his business. Carbon copies or poorly mimeographed copies should 
never be used. The letters should be personally signed in ink by an 
officer of the company, rubber stamp signatures being avoided. They 
should be sent out as first-class mail matter. Unless these precautions 
are taken, it is better to have the letters printed as circulars without any 
pretence of being personal letters. Such circulars will have a better 
effect than "personal" letters which proclaim upon their faces that they 
are not what they pretend to be. 
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Other Mediums of Publicity. 

Advertising cards in street cars are extensively used in most cities. 
They offer space for only a brief message or reminder; but they are 
before the eyes of people who usually have nothing to do except to read 
such cards. Even the man who makes it a habit to read his paper or a 
book on the car has times when he has finished his reading or wearies of 
it^ and lets his eyes glance at the advertising cards. Care must be taken 
to have the type used in these cards large and plain enough to be read 
with ease. It is to be observed that this medium of advertising reaches 
only those who use the cars^ and is available mainly in cold weather 
when closed cars are in use. Care should be taken to select car lines 
patronized by persons who would find the office of the advertiser con- 
venient. Copy for these cards must be changed frequently. 

Window exhibits are used by many companies. They may consist of 
collections of coins or currency^ a check or draft of unusual amount^ a 
picture or model of the company's new buildings the last statement of the 
company^ especially if explained in detail^ a comparative statement show- 
ing growth, an enlarged photographic reproduction of a savings pass- 
book showing how an account increases by persistent savings etc. One 
attractive exhibit was made of an hour-glass accompanied by a statement 
of the amount of interest earned by savings depositors during the hour 
required for the sand to run out of the upper half. Care must be taken 
to have such displays not too sensational. It is to be noted^ too^ that 
some companies are so located that it might bring danger of a "run*' 
to have a crowd gather about the window. 

The signs on the building occupied by the company should be distinct 
enough so that an ignorant person looking for the office will have no 
difficulty in finding it. There is also a value in signs conspicuous enough 
to attract attention of the general public^ provided a reasonable amount 
of dignity is maintained. In some cities electric signs at night are used. 

Calendars^ blotters, wallets, rulers and various novelties are exten- 
sively used, although their value is questioned by many advertising man- 
agers. It sometimes happens that even when the advertising value of 
such things is known to be small, it is advisable to invest in them in order 
to retain good will or to follow a custom established in a community, the 
failure to follow which by any one company would hurt its business. 
Companies located in small cities or towns or in the outskirts or small 
business centers of cities doubtless are under a greater necessity of 
using this kind of advertising matter than are the large companies at 
the business centers of the principal cities. 

In common with other concerns, trust companies are continually 
asked to buy advertising space in programmes, cook-books, monthly 
church or lodge papers and other printed matter issued by. churches, clubs, 
societies, etc. The opinion seems to be pretty general and pretty definite 
that such things are practically worthless as advertising mediums. It is 
nevertheless often advisable, if not necessary, to take space in such pub- 



Digitized by 



Google 



888 TRUST COMPANIES. 

lications^ not as real advertising, bat as a gift to gain or keep the good 
wiJl of the persons interested. 

Personal Efforts bv Officebs, Stockholders axd Others. 

Besides advertising in the more technical and restricted sense^ there 
are many other me^ns through which a company may make itself well 
and favorably known to possible patrons. The first of these is the oldest^ 
and at one time practically the only, means of publicity — ^through the 
personal efforts of the officers. This is still one of the important means. 
Through membership in clubs, societies, churches and participation in 
other business enterprises, the trust company officer has splendid oppor- 
tunities of bringing business — opportunities which are fruitful^ other 
things equal, in proportion to his personal popularity, ability and reputa- 
tion for integrity. 

In some parts of the country, special solicitors have been employed to 
bring in new accounts. They are usually given an official title for the 
sake of having a bettel^ standing in approaching people. Their task is 
one requiring great skill and care. 

The directors ought to be the source of much new business. They 
should be kept in touch with the progress of the company, with its plans 
and prospects, the lines of work it is undertaking, and be filled so full 
of information and enthusiasm that they can and will tell their friends 
about it. Men should be elected to the directorate who will give to their 
duties enough time and attention to keep informed as to what is going 
on, and who have enough interest in the company to use every oppor- 
tunity to build up its business. 

By properly directed efforts the stockholders may be made an import- 
ant means of building up the business. Some companies have built up a 
large line of business simply by interesting the stockholders in the work. 
They really have important reasons for maintaining an active interest 
in the company's affairs, and but little effort is needed to arouse such 
interest and make it result in new business for the company. The essen- 
tial thing is to keep in constant touch with them, by letters, personal 
interviews, frequent meetings, providing them with samples of all import- 
ant advertising matter, and treating them as partners in the enterprise 
rather than as outsiders having no interest other than the semi-annual 
receiving of dividends and the annual sending of proxies. One •enter- 
prising bank J)resident got his stockholders together every three months 
for a smoker — and the business showed the results. 

Many depositors (assuming that they are well treated) will be found 
ready to help in building up the business, if they are asked to do so. An 
excellent custom is in vogue among some companies, of writing a personal 
letter, signed by the executive officer, to each new depositor, thanking 
him for his account, assuring him of the desire to render efficient service, 
and expressing a hope that the new relations may be profitable and last- 
ing. This makes the depositor feel welcome, but must be backed up, of 
course, by courteous personal treatment. From time to time means should 
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be devised of keeping in touch with all depositors, to make them feel 
that they are appreciated and wanted. The trust company has an oppor- 
tunity, if it will use it, to build up each department from among the 
customers of the other departments, by seeing that they are posted as t^ 
all the services the company can render them. 

The various employes of the company have friends and acquaintances 
from whom they could get accounts, if encouraged to do so. Some com- 
panies offer prizes each year to employes for new business obtained. 

Results of Audits and Examinations. 

Audits offer opportunities for effective advertising that should be 
utilized. When a thorough audit of a trust company has been made by 
a responsible audit concern, and matters found in good condition^ every 
reasonable means of advertising the fact should be employed; for it 
has a very strong tendency to prove to the public mind that the company 
is solid and trustworthy. If a good auditing department is maintained^ 
the fact should be advertised. 

Treatment of Customers. 

Without doubt the most effective means of building up a trust com- 
pany's business is found in fair and courteous treatment of all persons 
with whom the company has any dealings. Without it, no amount of 
advertising or of personal solicitation will avail to greatly increase the 
number of customers. The best 'of all advertisements is a pleased cus* 
tomer; a customer pleased not because he has "worked" the company for 
special accommodations, but because he has been treated with uniform 
courtesy and fairness and his business has been cared for with' prompt- 
ness, intelligence and accuracy. He is almost certain to bring his friends 
to the institution which has rendered him such services, and may be relied 
upon as a life-long customer, and a patron of all the departments. Cour- 
tesy and efficient service must be the cardinal principles governing the 
administration of the trust company that would build up and maintain 
an ever-increasing business. With these principles the whole office force 
must be imbued; for in their practice every employe from office-boy to 
president must co-operate. Grouchy and unaccommodating tellers, book- 
keepers and clerks may easily drive away more business than the adver- 
tising department, officers and directors can bring. The whole atmosphert; 
of the offices must be filled with the spirit of welcome and cheerfulness 

Office Equipment. 

This spirit is expressible not only in the personal attitude of the 
officers and employes, but also in the furnishing and equipment of the 
offices. These should be attractive and cheerful, containing conveniences 
of various kinds for customers. The most up-to-date offices provide 
couches, writing tables, telephones, reading matter and other facilities 
especially for customers. A ladies' department is maintained, frequently 
in charge of a matron who looks after the wants of women customers. 
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New currency is paid out bv the tellers. An excellent plan is to have an 
official in the lobby with no other duties than to look after the interests 
of customers^ answer questions, direct people to the proper windows. 
Nothing is so disagreeable, especially to a timid person, as to be sent from 
window to window to find the proper place to transact his business. 

Increasing Trust Department Business. 

While the methods already described will in course of time build up 
the business of the trust department along with that of the balance of 
the institution, it is of course desirable to make special effort to in- 
crease the patronage of this department. The greater part of its busi- 
ness will come from satisfied customers of other departments; and little 
progress can be made in securing trust business until the company has 
established a reputation for solidity and for skill in the handling of 
business. These two things are the most forceful arguments for the 
selection of the trust company to handle liduciary business, and the com- 
pany which is seeking such business must be prepared to show that it 
excels in these particulars. 

In seeking business of a fiduciary character, it is essential to bear 
in mind that this is the part of the trust company's functions which is 
least understood by the general public. The time will doubtless come 
when the usual practice, both among persons of large means and per- 
sons of small means, will be to use the trust company as executor of their 
wills, trustee of their estates, etc.; but at present the custom is to use 
the services of individuals for such purposes. Those who are thoroughly 
informed on the subject understand the great superiority of the trust 
compan}' for such duties; hut such people are decidedly in the minority, 
and most persons either do not know that the trust company is em- 
powered and equipped to do the work, or else do not know that they 
have any better facilities for its performance than have individuals. The 
chief problem before this department, therefore, is the education of the 
public on the functions of the trust company and on its special qualifica- 
tions for the exercise of those functions. In some cases the educative 
work must go still further, as, for example, in teaching the importance 
of making a will now or else of providing for the distribution of one's 
< state by the creation of trust funds before death. 

As a preliminary step, attractive circulars should be printed which 
describe the work of the department. There should i)e one circular 
stating briefly but clearly all of the various duties which the department 
is authorized and prepared to undertake. This should be supplemented 
by separate booklets, each of which treats more fully of a particular 
function, such as acting as executor, or guardian, or trustee. These cir- 
culars may be mailed to selected lists of people, may be placed in racks 
prominently' located in the company's offices, and may be given out per- 
sonally to individuals who ask for information or who are known to be 
interested. When a person asks about any of these functions, he or she 
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should be introduced to the trust officer, who should take the time to 
thoroughly explain the advantages offered by the company. 

A proper proportion of the newspaper advertisements of the com- 
pany should be devoted to the work of the trust department, and be 
educative in character. In all advertising devoted to this department, 
it should be shown that the charges made by the trust company do not 
exceed those made by individuals, and are often smaller. Unless this 
is donC; the claims made for superiority of services and security may 
le/vd to the impression that the fees are correspondingly higher. 

For the reason already suggested, that the performance of fiduciary 
work by other than natural persons is in most communities a new thing, 
{Special importance is attached to fretting a start in such business. No 
one thing will so influence the people of a commimity towards using the 
trust company for such duties as the knowledge that some of their 
prominent fellow citizens are already doing so. It is therefore of prime 
importance to thoroughly — but wisely and carefully — advertise the fact 
when an important trust has been handled. This can be done in news 
items as well as by paid advertisements. If, for example. The Blank 
Trust Company is acting as assignee of Doe and Roe, the public is in- 
terested in the progress of the work, and the press will be glad to have 
frequent news items regarding it. Such publicity will impress upon the 
lainds of the public the fact that trust companies, and The Blank Trust 
Company in particular, act as assignees. So if John Smith has ap- 
pointed The Blank Trust Company executor of his will, the more widely 
the fact is known the better. The fact that the late Marshall Field of 
Chicago chose trust companies as executors of his will and custodians of 
the vast funds left by him in trust, weighs more with most people than 
any number of arguments on the subject. 

A natural source of trust work at the beginning is from the di- 
rectors and stockholders of the company. Some of them can be ap- 
proached on the subject directly; others can be influenced indirectly by 
filling them with information on the subject and setting them to work 
to interest others, — ^a process which will readily suggest to them that 
they might themselves make use of the trust department. While from 
one point of view trusts so received are not as good for advertising 
purposes as those received from outsiders, they carry much weight as 
evidences that the directors of the company display absolute confidence 
in the solidity and facilities of their own institution, about which it is 
presumed they have inside information. 

In many communities it is feasible to have published in the local 
papers, Sunday or other, "feature" articles treating of the progress of 
the trust company as a quasi-public institution, and explaining its work 
and the advantages which it offers. 

Most companies make a practice of preparing wills free of charge 
in cases where they are made executors of same. An advertisement on 
the subject gives a good chance to discuss the importance of making 
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wills, and to call attention to the fact that the company acts as executor 
and trustee. 

It is of great importance to cultivate the friendship of the legal 
fraternity. While it is true that the trust company is gaining some of 
the business that has been handled largely by members of the bar, it is 
true on the other hand that they must and do employ legal counsel them- 
selves and are creating business for lawyers. The amount of competition 
between the two^ both present and prospective, has been greatly over- 
estimated in some quarters. The purely legal business taken over has 
simply been transferred from attorneys not connected with the company 
to attorneys in the employ of the company; while much of the business 
in question is technical and clerical rather than legal, and involves work 
which the lawyer who devotes himself to the practice of his profession 
is often glad to be rid of. Arrangements are often made that the trust 
company administering an estate shall retain the services of the lawyer 
chosen by the family interested in the estate; and it is customary when a 
lawyer brings business to a trust company for the latter to employ him 
as attorney in any matter connected with such business which may re- 
quire special legal services. 

New companies will do well to be patient about the growth of the 
trust department, remembering that its progress is naturally slow, and 
that its business is cumulative, like that of the lawyer or the doctor, — 
the greater the amount of work successfully done the easier it will be 
to obtain new business. It is a matter of building up a reputation, — ^a 
process which requires time. 

Preparation of Advertising Copy. 

The preparation of copy for the various advertisements requires a 
peculiar skill. Natural qualifications for such work are required as « 
basis, and must l)e supplemented by careful study of the principles of 
advertising and of the work of the best advertising writers. The work 
can not be done by following fixed rules, but some conclusions drawn 
from the practical experience of advertising men afford useful guides. 

The copy should be adapted to the medium* used. Different kinds of 
copy are required for newspaper, magazine, circular and street car adver- 
tisements. The newspaper advertisement will be read by busy people 
and will usually be seen but once, the life of the newspaper being not 
over twenty-four hours. All that can be given is a single impression, 
which should be as strong as possible. The reader must get the impres- 
sion quickly and easily, if at all. The magazine advertisement will be 
read by people having more leisure, and may partake more of the "reason- 
why" style. In the circular or booklet still more detail may be given. A 
card in a street car offers space for a very few words, a single impression; 
but it may be read a number of times by the same persons. 

The copy should be adapted to the space used. It should never crowd 
the space. 
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The copy should be adapted to the reader. It must be couched in 
words and terms that he understands. If addressed to the busy man^ it 
must be brief; he will not read long explanatory matter. But others 
may want to read reasons and arguments^ and too great brevity is a 
mistake in advertisements addressed to such persons. Advertisements 
addressed to the general reader must not be so long as to repel the busy 
reader^ nor so brief as to be hard to understand. Perhaps the weakest 
point of the average writer of financial advertisements is a failure to 
understand the viewpoint of the general reader and to learn his wants 
and his attitude. The average man does not understand the banking or 
trust company business; it is a mystery to him — simple as it may seem 
to an insider. He would be greatly interested in a magazine or Sunday 
newspaper article explaining the details of the business iiu a frank and 
straightforward manner — ^written in plain English and not in clearing- 
house phraseology. He would appreciate a booklet from his trust com- 
pany giving such information. 

The wording of the advertisement should have the ring of sincerity, 
honesty, frankness; and it must be backed up by performance. 

The literary style used in the copy must be interesting^ catchy; but 
never witty, frivolous or over-original. Parting with his money or dele- 
gating his business never impresses a man as a humorous procedure; the 
"cute" financial advertiser disgusts him. The sentences should be short, 
crisp, clear; the words good, common short English words, avoiding 
superlatives and technical terms. The test of a good advertisement is 
that it attracts attention, interests and convinces. It must leave the 
reader in a pleasant frame of mind — ^never scold, preach or antagonize. 

A fundamental principle in> copy-writing is to treat one point at a 
time. If the reader digests that one point, the advertisement has been 
a marked success. The next advertisement may add another point. 

The copy should be addressed to just one person — the reader. He 
should be made to feel that his business is wanted. 

The copy for advertisements in periodicals should be changed fre- 
quently; in the newspapers, daily. This holds the interest of readers and 
creates the impression that the company is alive. 

Timeliness is a telling point. Bank-books for Christmas presents 
should not be advertised in July. A robbery ofi*ers a splendid oppor- 
timity for an advertisement on the folly and danger of keeping large 
sums of money in the house or on the person; a fire, for a discussion of 
the advantages offered by the safe deposit department; a defalcation 
by an executor, for a demonstration of the usefulness of the trust com- 
pany in fiduciary capacities. A few live companies produced some telling 
advertisements for their safe deposit departments immediately after the 
San Francisco disaster. 

Of the inducements or talking points available for trust company 
advertisements, the strongest is undoubtedly that of the solidity of the 
company and the security afforded to depositors. No inducements will 
attract people to an institution which they do not believe to be safe. 
Facts tending to show solidity are ample capital and surplus, large 
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assets, proportion of assets to liabilities other than capital and surplos, 
•careful investments, reserve, well-known and substantial directors, trusts 
from courts, state or municipal deposits, state supervision, an up-to-date 
system of accounting, the confidence of numerous depositors. Frequent 
and thorough audits, either by a regular auditing department or by out 
side audit concerns provide an excellent talking point for solidity. 

Next to safety, ability and desire to give capable service is usually 
the best talldng point. A high rate of interest is, as a rule, not a good 
advertising point. There is apt to be a suspicion that the high rate of 
interest is paid at the sacrifice of security. Nevertheless, there are excep- 
tions to the rule. In banking-by-mail business, Pittsburg and Cleveland 
banks have secured large deposits partly because of their four per cent 
interest rates on savings accounts. Where the interest rate is used as 
an inducement, it is of prime importance to show why it is possible to pay 
such rates without sacrifice of safety. 

Among other inducements which may be made the subjects of adver- 
tisements, are convenience of location, attractive building or offices, special 
<M)nveniences for customers, especially for ladies, advice about business 
matters, opening of the office one evening a week. A series of strong 
advertisements may be written on the different functions of the com- 
pany, treating one at a time. The maxims of Benjamin Franklin and 
others, with brief comments, provide good material for educational pub- 
licity. 

The Typographical Make-up of the Advertisement. 

The typographical make-up of the advertisement should be made the 
subject of careful study, for it largely determines whether the reader 
will notice the advertisement at all. It must be different from the sur- 
rounding matter — set off by itself. On the average page, this may be 
accomplished by means of a suitable border and a white space between 
the border and copy. If the page is pretty well filled with bordered 
advertisements, hWever, more individuality and distinctiveness will be 
obtained without the border. As a rule, there should be a caption or 
<;atch-line which stands out distinctly, to appeal to interest or curiosity. 
The face and size of type for use in the caption and in the body matter, 
as well as the border and general make-up, should be dictated by the 
■advertiser, and the proof should be seen and corrected. It is wise to 
allow the printer ample time. The advertisement should have a good 
position on a page apt to be read by the people whom it is desired to 
reach. It should be given plenty of room; if the copy crowds the space, 
the latter should be increased or the copy be rewritten. It is economy to 
pay for enough blank space to give a good setting. 

There is an advantage in always using a distinctive style of type or 
border or an emblem — something which will readily give individuality to 
all of the company's announcements. To insure getting just the make-up 
that is desired many companies use electrotypes which they own and dis- 
tribute to the papers as needed. The cost is slight and no chances arc 
taken of poor judgment or serious errors. 



Digitized by 



Google 



. CHAPTER XIV. 

EXAMINATIONS, AUDITS AND OTHER MEANS OF SAFE- 
OUABDINO THE BUSINESS. 

FORTUNATELY, the tendency of the day is toward the surround- 
ing of the trust company business with every reasonable safe- 
guard. This tendency is due not only to the increasing public 
demand for such safeguards, but also to a truer appreciation on the 
part of directors and officers of the sacredness of their trust, and to 
the realization that it is good business policy to use every means of 
inspiring confidence in institutions whose success is built upon confidence 
as a corner-stone. . For the safeguarding of the business of trust compa- 
nies every argument applies that has force in the case of banks, and addi- 
tional arguments are found* in the wider scope of the business and in 
the increasingly important trusts that are committed to their care. 

The parties interested in the matter include the general public, the 
stockholders, and the employees. Of the general public, the depositors 
and the beneficiaries of the trusts are of course most directly interested; 
but inasmuch as trust companies constitute an important part of our 
financial system, and because the failure of such a company vitally 
affects the interests of many persons who have had no direct dealings 
with it, all the people have a right, to demand that in the conduct of the 
business reasonable precautions be adopted. The stockholders have 
their money invested in the company and are the first to suffer in case of 
failure; they have valid reasons for requiring satisfactory protection 
of their interests. The employees, including the officers, are entitled to 
every possible protection against excessive temptation. 

Aside from the restrictions and limitations upon the business imposed 
by the laws under which trust companies operate, the possible safe- 
guards include examinations, audits, care in the selection of officers and 
other employees, and the adoption of an accounting and administrative 
system which leaves the fewest possible loopholes for dishonesty or 
bungling management. 

Accounting and Administration. 

Of these a well-considered and carefully planned system of account- 
ing and of administration is fundamental. Recent years have seen great 
progress in this respect, but there is room for much more. Many com- 
panies are still using systems which invite error, mismanagement and 
fraud; and doubtless some will continue to use them until failure comes 
or until a competent accountant or auditor is employed who shall point 
out the weak places. Among recent cases of banks and trust companies 
Tuined by defalcations have been several in which stealings of hundreds 
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of thousands of dollars had been going on for a series of years! A 
small trust company was robbed of several thousand dollars by an 
employee who had for some time acted both as savings teller and a» 
savings bookkeeper! In such cases one hardly knows whom to blame 
most, the defaulting employee or the officials responsible for the lack of 
intelligent system. It is true that no system can be devised which will 
absolutely prevent blunders on the part of careless or incompetent work- 
ers, or stealings on the part of dishonest ones; but it is entirely practi- 
cable to perfect systems which will reduce such possibilities to a minimum. 

Such a system having been adopted and put into operation, the next 
essential is to see that it is carried out faithfully, and that nothing that 
smacks of habitual carelessness, mismanagement or dishonesty exists. 
This can be accomplished only by means of examinations and audits, 
regarding which a considerable change of sentiment has taken place dur- 
ing recent years. The old-time banker looked upon it as something of 
an insult to suggest that his work ought to be checked over or examined, 
feeling that the dignity of his trust ought to' place him above suspicion* 
The modern view is such that the most progressive bank and trust com- 
pany officials welcome thorough and intelligent audits, believing that 
the careful and conscientious man has nothing to lose and much to gain 
by having the fidelity of his administration proved beyond question. It 
is a frequent practice to voluntarily employ public accountants to make 
thorough audits. 

So far as the audit is designed to detect crime, it is not a reflection 
upon the honesty of the average officer or clerk — which is, indeed, as- 
sumed — but rather a recognition of the fact that occasionally a dis- 
honest man may creep in and destroy the work of the honest majority: 
and from this viewpoint the audit is a protection to the faithful ones* 
At any rate, the public is no longer disposed to accept from the director? 
of financial institutions which fail the excuse that "they didn't know 
there was anything wrong, and supposed the officers and clerks were 
honest," and is coming more and more to hold such directors both mor- 
ally and legally responsible for such knowledge. The public is right 
about it, too; there is no excuse for slipshod methods and guesswork in 
the business of the trust company, and men who are not willing to attend 
to their business have no place upon the board of directors of such a 
corporation. 

It is to be observed further that the detection of crime is by no means 
the only object of examination and audit. Still more important is the 
prevention of crime, which systematic auditing accomplishes in two 
ways — by the discovery of stealing at its beginning, when the amount 
is almost invariably small, and by the deterrent effect which is inevitable 
when officers and employees understand that speedy detection is practi- 
cally certain if anything wrong is attempted. Indeed, the very sugges- 
tion of stealing comes to most men only when the conditions seem to 
make it easy and comparatively safe. Another exceedingly important 
purpose of a proper audit lies in criticism and suggestion regarding the 
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•system of .accounting and general administration^ the pointing out of loop- 
holes for error or dishonesty and the enforcing of faithful adherence to 
the system in use. 

Examinations by officials representing the state government are 
required in many states^ and ought to be in all. State laws sometimes 
require also examinations by committees of the boards of directors; and 
whether required by the state or not^ such examinations are usually pro- 
vided for in the by-laws of trust companies. Examinations are also 
made in some companies by committees of stockholders who are not mem- 
bers of the board of directors, while a few companies have resorted to 
examinations of each department by employees of other departments. 
Among the larger companies the habit is growing of maintaining a 
special auditing department; while instead of this, or in addition to 
it, many companies have an annual or semi-annual audit by a public 
Auditing concern. 

The examinations conducted under the authority of the state are 
intended primarily to see that the company is conducting its business 
in accordance with the laws of the state; and while their purpose is 
attained more or less completely, according to the thoroughness of the 
officials who do the work and the time at their disposal, such examina- 
tions are rarely thorough enough to detect any but the most bungling 
attempts at stealing, while suggestions regarding the system of account- 
ing are wholly without their province. 

Examinations by committees of directors are as a rule very super- 
ficial and unsatisfactory, while many are mere farces. In the cases 
of "one-man companies" — that is, companies in which the executive 
officer is relied upon to manage the company practically alone, without 
Advice or investigation by the directors, these examinations are apt to 
be exceptionally farcical; and this in spite of the fact that these are the 
companies which specially need thorough and frequent examination. 
The reasons for the incompleteness of directors' examinations are found 
partly in the common disposition to regard the director's office as a badge 
of honor rather than as an avenue of service, and partly in the fact 
that the men chosen for such positions are usually men whose time is 
very fully occupied with their own affairs and who often are urged to 
Accept the position against their wills and better judgment. Nor are 
the men composing these committees as a rule familiar with the details or 
even the principles of trust company accounting. The time given to the 
examination by such committees does not average over a day or a half 
'day. It is evident that such examinations can hardly be deemed satis- 
factory as evidences of the sound condition of the company. 

Nevertheless, the writer does not want to be understood as holding 
the opinion that the ordinary examination by a committee of directors is 
wholly useless. Failures often occur because of unsound or excessive 
•loans or investments, and if the directors are not already aware of such 
•conditions in their company — as they should be— even a cursory exam- 
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ination may open their eyes^ unless there is intentional dishonesty and 
concealment on the part of the officers. If the committee insists upon 
actually seeing and handling all securities and the notes for all loans^ 
it will at least have proved that the assets called for by the books are 
in the company's possession at the moment; while it will also have an 
opportunity to observe what names of officers or directors appear as 
makers or indorsers on the notes. This is of some value, though of 
course it gives no assurance that the books are correct, nor would it 
detect anything that would even create suspicion against an ordinarily 
shrewd officer who was engaged in looting the institution. There is alsa 
some advantage in the insight into the company's affairs which the com- 
mittee may gain, and in the interest which may be awakened in them. 

But a directors' committee examination may easily be made, and 
sometimes is made, of considerable value, if men are selected who are 
willing to give several days to the task and who have some technical 
knowledge which qualifies them for the work. The committee may then 
make some general examination of the books, examine and list all of 
the assets called for, with their appraisal of same, make note of items 
that are worthless or unmarketable or of uncertain value, point out 
serious flaws and tabulate loans and investments in which officers or 
directors are interested, giving names and amounts for each. Such a 
committee should not include any members of the executive committee 
or any of the officers, and should work independently of the latter. 

An examination by a committee of stockholders who are not direc- 
tors may accomplish much good, provided, as in the case of the directors^ 
committee, men of ability who will take the necessary time are found. 
Its work may well proceed along the lines just indicated, going further 
if possible. Such an examination has an advantage in that it is con- 
ducted by men who are not directly responsible for the policy that has. 
been pursued. 

Examinations by committees of employees are practicable only in 
companies having several departments. They may be made of some 
value as. examinations and of much value in the way of education and 
increased interest among the men who do the work; but are evidently 
subject to the important objection that they are not apt to affect the 
work of officers; while, as the work must be done "out of hours," they 
impose a burden upon the men which is hardly justifiable. 

That the insufficiency of the different kinds of examinations just 
named is coming to be widely recognized is shown by the steadily increas- 
ing number of companies which either maintain a special auditing 
department or employ outside auditors or auditing companies to make 
thorough examinations of their work, some companies having even adopt- 
ed both plans. It is only by such means that anything like a satisfactory 
examination can be made, particularly of the larger institutions. The 
wonder is that the fact has been so long unrecognized, and that other 
corporations have preceded banks and trust companies in the adoption, 
of thorough auditing systems. 
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As between the maintenance of an auditing department and .the 
employing of an outside audit company for the examinati9n of the 
larger trust companies, not enough experience has been gained to deter- 
mine which is the better plan, and opinions naturally differ. If, as- 
some large companies have found to be the case, under either plan it 
is necessary to have a permanent force engaged in auditing throughout 
the year, the choice is largely one of form, except perhaps as to cost. 
Of course, the smaller companies do not offer work enough for a per- 
manent auditor, unless he puts in some of his time at other duties, in 
which case his value as an auditor is slight Such companies should 
employ a competent and responsible accountant to put in such time as 
is necessary for the work. He should make complete audits at intervals 
of six months or a year, and in -addition step in' without previous notice 
to make special examinations. His reports should be rendered to the 
board of directors in person, and never to an officer of the company;, 
and the stockholders are entitled to an annual report giving at least his 
general conclusions. 

Whether an employee of an audit company or of the audit depart- 
ment of the trust company, the auditor in charge should be a man who- 
thoroughly understands both the science of accounting and the busi- 
ness of the trust company. He must possess courage and force of char- 
acter, be not over-trusting or over-suspicious, and be endowed with more 
than the average amount of tact. If he has assistants, as he must in 
examining the larger companies, they should also be selected with a 
view to their fitness for this particular work. 

The Audit Departmbnt. 

In 1903 a committee appointed by the Trust Company Section of the 
American Bankers' Association reported to that body, that while excel- 
lent systems of auditing were in use, there were but few companies which 
had established regalar audit departments. Since that time the organiza- 
tion of such departments has been quite rapid, but as is natural in a 
new department, there is little uniformity in' its conduct among different 
companies. In some cases a department is organized with an auditor and 
a number of assistants; in others, there is a single official known as the 
auditor, or the controller, who in addition to the duties of auditor acts 
as chief o£ the clerical force or performs other duties. In such cases 
his work is usually supplemented by the periodical employment of 
an audit company. 

In the selection of an auditor favoritism should have no place. He 
should be appointed, not by an officer, but by the board of directors, 
and to them and them only, in regular session, should he make his 
reports. His work is quite as much a check upon the officers as upon 
the clerks, and for that reason it is manifest that he should not be in 
any way dependent upon the officers. For a similar reason his appoint- 
ment should not be dictated by the executive committee alone, but by the 
full board of directors; and he should report also to the stockholders. 
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^s already indicated^ an important part of the duty of the auditor 
is to devis^ or to perfect the system of the institution with the special 
purpose of guarding against carelessness or dishonesty. He will, for 
example^ see that the officers or tellers who are authorized to sign or 
countersign drafts do not have also the right to make entries in the 
books; that the same employee does not both handle cash or securities 
and keep the books; that where there is opportunity of collusion betweeo 
tellers and bookkeepers, the latter are frequently shifted to other sets 
of books without previous notice; that the work is so subdivided that 
no one man can carry through all the details of any transaction. 

The exact methods followed in the work of auditing must depend 
upon the conditions existing in each institution, and it is impossible to 
devise a system which will be applicable to all companies. An attempt 
to do this was made by a committee appointed by the Trust Compan}' 
Section of the American Bankers' Association, which reported in 1903; 
but the committee reached the conclusion that a system applicable to 
all trust companies was out of the question. The report of the com- 
mittee, however, and the three papers on the subject contributed by 
prominent trust company auditors, contain many valuable and practical 
suggestions.^*^ 

The Selection and Treatment of Employees. 

The success of many men prominent in the business world has been 
ascribed to their sagacity in the selection of the men who worked for 
and with them. The success of a trust company is often materially 
affected by the kind of judgment used in the selection and training of 
its employees as well as of its officers. The company whose entire work* 
ing force, from officers down to errand boys, is uniformly courteous, 
obliging, accurate and capable, has a tremendous advantage over a com* 
pany whose officers have these qualities, but some of whose employees 
are impolite, unaccommodating or prone to numerous errors. 

It is not always an easy matter, particularly in the larger companies 
where changes of employees are frequent and must often be made in 
a hurry, to find just the right person when a vacancy occurs. For this 
reason, if for no other^ the officer in charge of the employment of the 
clerical force will do wisely to look up available timber before the 
moment it is needed, and always have on file information regarding a 
number of applicants whose record he has taken pains to learn. Most 
companies have more applications for positions than they have places 
to fill. Unless something appears at once that shows the applicant to 
be undesirable, he (or she) should be requested to write a letter of 
application stating his age, education, experience, present occupation, 
reason for proposed change, references, etc. It has been found useful 
to file such applications, together with other letters or memoranda relat- 
ing to the applicant, in a specially printed envelope, represented in Figure 
tiSG. These envelopes may be filed alphabetically or grouped according to 
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APPLICATION 

6^. '^nA.JiX:^ 



NAME 



ADOREI 




£A^ 



37^ ^^^U±. I Ln y^^Y^. ^- 



E .^l^^ ^N J g/ ^, /^Q'l AGE J^ 

iWn applied f 



DATE 

POSlWl^ APPLIED FOR 

EDUCATION 

RECOMMENDED 



^^^^MtA»-r>^ 



DED BY Z issX^l lUAji^ XCtk^ MjryssJUiLdi^ 



PERSONAL APPEARANCE. 



n^udr 



FAMILY- 



^^^K ^iLz k J>^ 



PARENT 
BUSINESS 



.\jo=^^^.ctt: 



^Ir^^JlAj 



PREVIOUS EMPLOYMENT OF APPUCANT 
<1) WITH. 



LOYMENT OP APPUCANT 



CLASS OF WORK , PER MO. $- 

UNDER WHOM . ■ , 



(2) WITH 

CLASS OF WORK PER MO. S- 

REASON FOR LEAVING , 



<3) WITiA 

CLASS OF WORK .— PER MO. $- 

REASON FOR LEAVING 



REMARKS . 



Fio. 286. — Applicatiok Envelope. 
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positions for which the applicants are qualified. The officer notes upon 
the envelope the personal apearance of the applicant, and adds farther 
data obtained by correspondence with references given; so that after a 
personal interview he is usually able to form a pretty definite idea as 
to whether the candidate is worth placing in the eligible list. If the 
system is faithfully followed, there will usually be on hand applications 
from persons about whom the officer in charge has some knowledge, and 
who will be available when a vacancy occurs. 

Of the qualifications required in an applicant who is to be considered 
favorably, honesty is the fundamental thing. The writer is aware Uiat 
the remark is trite, but believes that there is as much appropriateness in 
the remark now as there ever was. The restless and hurry-to-get-rich 
disposition of the average American of to-day can not be seasoned too 
much with the good, old-fashioned virtue of absolute integrity; and cer- 
tainly the premium on that virtue should nowhere be greater than in the 
trust company. Next to honesty and general good character, education 
is important. Boys who have not finished the grammar school are con< 
tinually applying for positions. Girls who have taken courses in stenog^ 
raphy before they have learned to spell or to begin a sentence with a 
capital letter, want to become bank stenographers. Due consideration 
should be given to cases in which circumstances make it impossible for 
the applicant to continue at school; but as a rule the welfare of the 
applicant and of the company alike demand that boys and girls who 
have not had at least a high school education be discouraged from seek- 
ing permanent positions with trust companies. Particularly is this the 
case in companies whose aim is to develop men for its higher clerical or 
official positions from the ranks. In common with the business of the 
banks, the business of the trust company is in a state of evolution. 
Civilization is growing more complex, and the United States has taken 
its place among the "first powers" of the world, and the business of the 
trust company is coming to require more highly trained minds and a 
broader outlook. Undoubtedly the best material for trust company work, 
other things being equal, is found in the man with college training, pro 
vided, of course, he has used his opportunities and not merely "been to 
college." His mind is better trained, his outlook is broader, he puts 
more intelligence into his work, and he does not so soon reach the limit 
of his capacity. 

The qualities which go to make up an attractive personality are next 
in importance — neatness in person and in dress, a cheerful disposition, 
and a courteous and friendly manner. Ordinary ability and willingness 
to work are of course assumed. If the position to be filled is advanced, 
previous technical experience is of course necessary; but in ordinary 
cases the man with the qualifications just named will pick up the tech- 
nical knowledge and in a few months be of more value to the company 
than the experienced man who has not these qualifications. 

In the matter of promotions civil service rules should be, and hap- 
pily in most companies are, in force. "Influence" is coming to have 
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less and less power in the matter, and should have none. The filling of 
vacancies in the higher positions by promotion from the ranks when 
possible is demanded alike by justice to the employee and by the best 
interests of the company, for no one thing so tends to maintain a loyal 
spirit among the employees as the knowledge that a "square deal" in 
this matter is assured. This does not mean that every employee should 
be "moved up one peg" every time a vacancy occurs in one of the higher 
clerkships; nor does it demand that length of service should be a prime 
consideration. It means that the man who has shown his capacity and 
proved his merit in the service of the company should be given the pref- 
erence over an outsider if he is competent to iill the position which is 
vacant. It will of course occasionally happen that no one of the em- 
ployees is capable of filling the position; then and only then should an 
outsider be brought in. 

Fair and liberal treatment of employees in other matters is dictated 
not only by the principles of justice but by wise policy as well. Salaries 
should be reasonably liberal, and in their adjustment the ability re- 
quired, the responsibility assumed and the length of individual service 
should be among the matters considered. Vacations should be given to 
all employees each year as a matter of course. They should be arranged 
according to a definite plan and not be put off until asked for, and 
should be announced long enough in advance to enable each one to 
make his plans. The best-managed companies not only permit but re- 
quire every employee to take a vacation each year, not only because the 
vacation will enable the employee to do better work, but because it gives 
opportunity to judge better the accuracy, faithfulness and integrity 
shown in his work. The average length of vacation for employees below 
official rank is about two weeks. In order to care for the work during 
vacations and during sickness and unavoidable absences for other reasons, 
one or more general clerks who are able to step in and fill any position 
should be employed. 

In spite of a well-defined prejudice against them on the part of 
many officials, women have made their way into the raifks of trust com- 
pany workers and are filling a variety of different positions, and in 
many cases filling them with exceptional merit. They are most fre- 
quently found in the position of stenographer, but there are many 
women who are capably filling the positions of bookkeeper, teller, 
clerk, etc. 

All employees having any degree of responsibility — and this includes 
nearly all, if not quite all — should be bonded in reasonable amounts. Ex- 
cept perhaps in the smallest towns, the practice is quite universal to use 
bonds of surety companies, the premiums for which are paid by the 
employing company. 

Every reasonable opportunity should be given to employees to learn 
the business in other departments than the one in which their own work 
lies. Occasional shifting of positions is a help in this direction, and on 
occasions when the work is especially heavy in any one department, 
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employees of other departments may be encouraged to help out — ^no one 
being permitted^ of course^ to slight his own work. He is a short-sighted 
official who is not willing to answer questions and explain puzzling prob- 
lems to ambitious employees who are striving to become masters of 
different departments of the work. If an employee is lacking 
in education^ he should be encouraged to utilize such opportuni- 
ties as are offered by the night schools or the classes conducted under 
the auspices of Young Men's Christian Associations in the cities. An 
especially valuable medium for the acquirement of knowledge and of 
training, the strengthening and broadening of character and the stimula- 
tion of ambition is found in the work of The American Institute of Bank- 
ing, of which local organizations or chapters are now found in most of 
the large cities, and in many smaller ones. This institute, which was 
organized by and is conducted under the auspices of The American 
Bankers' Association, is doing a splendid work among bank and trust 
company employees, both young and old, and should receive the most 
cordial i^upport from every wide-awake trust company official. 
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CHAPTER XV. 

SUNDRY TOPICS. 

Fees. 

EXCEPT in the few communities in which trust companies are so well 
established that there is something approaching a standard sched- 
ule of fees, the question of the proper charges to make for services 
rendered by the trust department is often a difficult one. This is due not 
only to the fact that in most communities there is no set standard for 
guidance, but also to the fact that a number of matters must be taken into 
consideration — ^the amount of clerical work involved, the knowledge and 
training, or in other words the professional skill, required, the value of 
the service to the customer, and most important of all, the degree of re- 
sponsibility, legal and moral, assumed by the company. The charge may 
be tempered, too-, by the probable incidental profits of the work due to 
new business obtained thereby. 

That there exists considerable difference of opinion among trust com- 
pany officials regarding the matter of fees has been shown by diPCuss«o«is 
at the conventions of the Trust Company Section of the American Bank- 
ers' Association.^® These discussions also demonstrated that it is quite 
impossible, even if desirable, to devise a uniform scale of charges for 
given kinds of services which could be made applicable throughout the 
country or even throughout a state. Local conditions vary so greatly 
that a schedule of fees suitable for one locality would be too high for a 
second and too low for a third. Indeed, the actual value of the sendee 
and its cost in labor and in responsibility assumed differ so much that 
even in two cases of the same kind of services rendered by the same com- 
pany there may justly be different scales of charges. So far as the ser- 
vice is professional in its character, the matter of fees is subject to about 
the same considerations as the determination of the fee of the lawyer, and 
is affected by the customs of the community. The country lawyer expects 
to receive a smaller fee than the lawyer in the large city, and he often 
gauges its amount in part by the value of the service to the client, and in 
some cases takes into consideration the latter 's financial ability. 

The simplest element of the problem is the amount of clerical labor 
involved. This is not always easy to determine in advance; as, for ex- 
ample, in the work of transfer agent, in which the amount of work will 
depend, after the original issue, upon the activity of the stock. When 
possible, it is wise to defer the matter of fee until enough experience has 
been gained to form a somewhat reliable estimate of the amount of work 
required. But even when known with exactness, the amount of clerical 
labor involved should be a matter of minor importance in the determina- 
tion of the fee. 



76 See Proceedings Trust Company Section, In particular 1904. 
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The professional ability demanded is a matter of considerable weighty 
and this factor of the problem should ultimately result in larger fees than 
are prevalent for certain services. The trust company is held liable for 
sufficient legal and technical ability and carefulness to do the work cor- 
rectly^ and is entitled to proper compensation therefor. 

The value of the service to the customer is an important consideration 
which should be given careful study; but it is not an exact means of de- 
termining the* fee. A corporation may require the services of a trust com- 
pany as a sine qua non, but would hardly consent to pay a fee measured 
by the necessity of obtaining the service. 

The benefit which may accrue to the company in the way of new busi- 
ness resulting from the work is a matter worth consideration^ especially 
by new companies and by companies located where the trust company is 
not firmly established; but it is evident that this consideration, like the 
cut-price sales of the merchant, can be operative only in exceptional 
cases. One can not always do business at less than cost for the sake of 
new business to be taken on the same terms. 

The most important matter of all is the responsibility, both legal and 
moral, which the company must assume. This is in some cases the hardest 
thing to determine, owing to the absence of either statutory laws or court 
decisions which clearly define the liabilities of trust companies acting in 
certain capacities, and owing to the ignorance of the public, which is apt 
to hold the trust company morally responsible in case of loss upon any 
document upon which the trust company's name appears .in any capacity. 

Fees for Acting as Executor, Etc. 

Fees for services as executor, administrator, guardian, etc., are in 
many states fixed by statute, or are determined by the court, and are the 
same for a trust company as for an individual. In New York the statute 
fixes the fees at five per cent, upon the first $1,000, 2% per cent, upon 
the next $10,000, and one per cent, upon all over $11,000 of the princi- 
pal, with an annual fee on the income at the same rates. No fee is al- 
lowed upon the value of the real estate unless same is sold under order of 
the court. In cases of extraordinary difficulty or responsibility the court 
may increase such fees. In Ohio the statute fixes the fees of executors 
and administrators at six per cent, upon the first $1,000, four per cent, 
upon the next $4,000, and two per cent, upon the excess over $5,000 of 
personal property. The Missouri statute allows executors and adminis- 
trators a commission of five per cent, upon disbursements of personal 
property. 

These rates usually serve as the basis for determining fees of testa- 
mentary trustees and fees in any trust coming through law or by appoint- 
ment of the court, and are guides in fixing the charges for the care of 
estates held in trust from whatever source. 
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Fees for Care of Estates Under Pritate Agreement. 

When the trust comes by private agreement^ the company is of course 
si liberty to make the best terms it can as to fees. In one large eastern 
€ity, the usual charges are one per cent, on the principal^ often payable 
one-half at the beginning and one-half at the termination of the trust, 
and an annual fee of S^ per cent, on the income if the funds are invested 
or to be invested in coupon bonds or stocka. If part is in real estate, 
flome companies make the charge on income five per cent., handling the 
real estate themselves, while others keep the charge at 2^ per cent., first 
deducting an outside real estate broker's charge for handling the real 
estate. In another city, common charges are two per cent, on the prin- 
cipal at the termination of the trust, with an annual commission on the 
income of three per cent, on that part derived from personal securities 
and five per cent, on that part derived from real estate. In some places 
the charge is five per cent, on the income without reference to whether 
the estate owns real property. Another scale of charges employed is a 
commission of from one-half per cent, to one per cent, for the investment 
or reinvestment of the principal, payable at the times such investments 
are made, and from three per cent, to fiye per cent, on the income accord- 
ing to the proportion of the principal invested in real estate. 

Fees of an Assignee or Receiver. 

The fees allowed to an assignee or a receiver are fixed by statute or 
determined by the court. In New York the assignee's fee is five per cent, 
on the whole sum handled, and the receiver's fee is fixed by the court at 
41 figure not exceeding Hve per cent. The receiver of a corporatibn may 
receive five per cent, on the first $100,000 received and disbursed, and 
2% per cent, on the excess over $100,000; but the total fee may not 
•exceed $12,000 for any one year, nor be greater than at the rate of $12,- 
000 per annum for a fraction of a year. 

Fees as Trustee Under a Bond Issue. 

Fees for acting as trustee under a bond issue are generally based on 
a charge of a certain amount per bond, the amount in many cities being 
one dollar a bond for small issues and fifty cents a bond for large issues. 
The terms "large" and "small" are of course relative, and their interpre- 
tation differs according to local circumstances. In some places the 
dividing line is at about $200,000; in others, $500,000 or $1,000,000. 
Sometimes, especially in small issues, a special counsel fee is added, 
jsometinies not. Some companies make a minimum charge of $100 cover- 
ing everything. There is a well-defined feeling in many quarters that 
the prevalent fees for this work are much too small in view of the fact 
that the legal and moral liabilities assumed are not well determined, and 
may be much larger than is generally realized. 

There is considerable difference of opinion regarding fees for the 
payment of coupons. In New York, where the use of money for ten 



Digitized by 



Google 



408 TRUST COMPANIES. 

days is of more value than elsewhere, it is generally considered that if 
the money for the payment is deposited from ten to thirty days before 
the coupons mature, the use of the money is sufficient remuneration for 
the work and responsibility undertaken. If the money is not deposited 
in advance^ many companies make a charge of from one-eighth to one- 
fourth of one per cent. In places where the use of money for short 
periods is not so valuable, some companies make the charge unless the 
funds have been on hand for a considerable period. Similar considera- 
tions hold in the matter of charge for the disbursement of a sinking fund. 

Fees as Transfer Agent. 

The fees for acting as transfer agent for stock depend upon the cap- 
italization and upon the activity of the stock. The latter element is often 
hard to determine in advance, though the character of the corporation 
gives some clue ; the stock of a railroad, for example, being apt to be more 
active than that of a bank. By some it is recognized as a general principle 
that the fees of the transfer agent should be double those of a registrar. 
Minimum fees for yery small and inactive issues range from $50 to $100 
a year, the fees for large and active issues running into several thousand 
dollars. In view of the responsibilities assumed, and of the fact that a 
single clerical error in this work may prove very costly, the prevalent 
fees seem inadequate. 

The reader should bear in mind that the fees above stated are by no 
means universal, and are given here only to convey an idea of the charges 
made by some companies. The fees for other kinds of services vary so 
much and depend so largely upon the peculiar circumstances of each case^ 
that an attempt to state customary charges would be useless. 

Foreign Exchange. 

Most trust companies sell drafts on foreign countries, traveller's 
checks and letters of credit; but as most of them do so through banking^ 
houses which make a specialty of that class of business and which issue 
full instructions as to procedure, it is unnecessary to discuss the subject 
here. A few large trust companies conduct thoroughly equipped foreign 
exchange departments. 

Time-and-Labor-Savino Devices. 

The past generation has witnessed the introduction into the business 
world of a number of devices which save time and labor, and which are 
peculiarly useful to banks and trust companies. Many of them are no 
longer classed as mere conveniences but have become absolute necessities 
for the larger companies. Among these are the typewriter, the telephone 
and the adding-machine. Except in very small companies, the typewriter 
18 universally used for correspondence and similar work^ and even book 
entries, especially for such records as the trust register, are being made 
by the use of the book typewriter. An increasing amount of business is 
being conducted by telephone, the larger companies maintaining private 
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• 
exchanges connecting each desk with the other desks in the office and with 
the outside world. The long-distance telephone enables the official of a 
trust company in Chicago to transact business in New York in a few 
minutes, without leaving his desk. The adding-machine not only lists 
and adds long columns of figures more quickly and more accurately than 
can be done by the most expert bookkeeper, but has become indispensable 
in companies which handle large volumes of business. By its use the 
taking of trial balances of thousands of accounts is made a short and 
simple operation. Its value is increasing as new uses to which it may be 
put, are discovered. 

The work of the teller is lightened by the use of coin counters and 
^other conveniences. Duplicating machines enable the advertising depart- 
ment to send out duplicate letters which are hard to distinguish from 
originals. Commercial phonographs make it possible for an officer to 
dictate letters and other matter at such odd moments as he finds conven- 
ient^ without wasting the time of the stenographer while waiting during 
the numerous interruptions to which he is always subject. A more re- 
cently introduced device is the telautograph, which reproduces writing at 
a distance. By its employment the teller may write at his desk an in- 
quiry regarding an account which is reproduced immediately at the desk 
of the proper bookkeeper. The latter writes his reply, which is at once 
before the teller, who is thus enabled to get the needed information 
quickly, silently and without attracting the attention of the customer* 
Numerous other devices of greater or less importance are included in the 
equipment of the most progressive companies. A judicious use of these 
improvements enables the company to do better, neater and quicker work 
at a saving over old methods. 

Branch Banking. 

In a few places in which the laws of the state permit, trust companies 
are conducting a branch banking business with such success as to make it 
highly probable that the plan will spread in the near future to other 
localities and to other companies. The same advantages are gained that 
are urged in favor of the Canadian branch banking system, except as to 
currency, though of course on a much smaller scale. A central office is 
maintained in the down-town portion of a large city, and the branches 
are scattered through the outskirts of the city and through the suburban 
towns. In this way commjunities which are unable to support independent 
savings banks, or at best only small ones, are enabled to have all the ad- 
vantages afforded by the strongest companies. The confidence inspired 
by such a strong institution attracts deposits which had not theretofore 
been in banks at all. Money is brought into communities needing it, 
while from those localities which have a surplus, funds are transferred 
to the central office or to the other branches where the money can be used * 
to advantage. From the standpoint of the company, deposits are mate- 
rially increased, while the circle of friends who may furnish business for 
departments other than the banking department is widened. 
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Banking by Mail. 



Trust companies have been among the leaders in the promotion of the 
Lanking-by-mail business^ which is really only a part of the growing sys- 
tem of "mail-order business." As applied to bankings this is not alto« 
gether recent in principle, since people have for many years occasionally 
sent deposits and made withdrawals from accounts through the mails. 
The conducting of reg^ar banking-l^y-mail departments and the effort 
to build up this class of business are, however, phenomena which have 
originated during the past decade. The Pittsburgh Bank for Savings 
•claims to have originated the first systematic banking-by-mail department 
in the year 1 898. Its deposits at that time amounted to $8,850,000, and 
in three and one-half years were increased to $12,250,000; a considerable 
part of the increase being ascribed to advertising for mail business. A 
number of trust companies and savings banks are now conducting such 
departments and meeting with much success. Pittsburgh and Cleveland, 
because of their four per cent, interest rates paid by solid concerns, have 
4Some advantage in this class* of business; but the possibility of getting 
mail business is by no means dependent upon the interest rate. It appeals 
to. many classes of people because of its convenience and because it offers 
one, no matter where located, the opportunity to leave his savings in 
charge of a strong institution. Even in the cities it is often more con- 
venient to mail a deposit than to carry or send it to a bank; but the special 
advantage of course accrues to persons more or less isolated, farmers and 
residents of small towns having no savings banks — ^which includes some- 
what over seventy per cent, of the people of this country. The extension 
•of the rural free delivery of mail, and the general improvement of the 
postal system, are of course great aids to the business. 

The method employed in conducting the business is simple. Upon 
receipt of an inquiry, a letter is sent with which is enclosed a signature- 
card and a circular describing the method. If the inquirer decides to 
open an account, he has but to place his signature and address on the 
card and mail it with his initial deposit to the company. He receives in 
return a pass-book, which in future transactions can be mailed back and 
forth as deposits or withdrawals are made, or can be left at the com- 
pany's office. In the latter case, a separate receipt is sent for each de- 
posit. The pass-book is made light enough to be carried with a letter 
and a check for one stamp. The depositor may send his deposits in the 
form of New York draft, postal money order, personal check or in cur- 
rency by registered mail. As to the safety of such remittances, the large 
companies doing a banking by mail business advertise that so far as they 
know not a dollar has yet been lost in making them. Remittances to de- 
positors are made upon receipt of letters requesting same, by New York 
draft; or, if specially requested, by postal money order. 

Trust Company Offices and Buildings. 

There is observable among trust companies a growing tendency to 
purchase or construct buildings of their own. Such a course assures a 
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-permanent location^ gives an impression of stability, and often proves of 
-value as an investment. Frequently it is the only means of getting the 
-€xact location desired, or of insuring the most convenient arrangement 
•of the offices. 

Whether occupying its own building or rented quarters, the progres- 
sive company finds it profitable to maintain offices which are attractive and 
convenient. The standard of office equipment is such that the public ex- 
pects a bank or trust company to occupy well furnished quarters, so that 
the cost of a good equipment is more than repaid in advertising value. 
The lobby should be provided with all possible conveniences for custom- 
ers, including writing-desks supplied with good ink, clean pens and blot- 
ters, comfortable chairs, etc. The larger companies often provide sepa- 
rate reading and lounging-rooms for customers, with current newspapers 
and magazines, writing-desks and other conveniences, and committee- 
rooms for the use of customers who wish to meet to arrange details of 
l)usiness. In many cases there are special quarters for women, equipped 
with numerous conveniences and in charge of a matron who looks after 
the comfort of patrons. 

The quarters of tellers, bookkeepers and other employees should be 
.arranged and equipped with a view to safety, neatness, convenience, sav- 
ing of time and labor and the health of the workers. Attention to these 
matters is amply repaid in better service. The matters of light and fresh 
air are of special importance; when possible the arrangement should be 
-such that the light comes from back of the workers, and a well-considered 
ventilating system should be adopted. There is economy in the use of 
up-to-date office furniture and conveniences. Steel is coming to take the 
-place of wood in the construction of filing cases and cabinets for keeping 
papers and records which are brought out of the vaiilts during the day. 

In the general arrangement of the offices the quarters of the banking 
<and savings departments usually occupy the location most convenient for 
-customers. The trust and other departments having fewer visitors are 
located at the rear of the room or on other floors if the company occupies 
more than the ground floor. The safe-deposit department is usually 
located in the basement, but is sometimes on the ground floor. In the 
large companies the equipment of this department is expensive and as 
nearly perfect in the safeguards provided as modern science can make it. 
Besides being constructed of hardened steel with massive doors opened 
with time locks, the vaults are protected by watchmen on duty day and 
night and in many cities by electrical attachments which if tampered with 
sound an alarm at the offices of detectives who are prepared to investigate 
at once. 

Exclusive Trust Company Buildings. 

In places where the price of land is not very high, it is generally 
agreed that it is of more advantage for a trust company to occupy a build- 
ing devoted exclusively to its use than to have quarters in an office building. 
In large centres where the price of land is very high and the possibility 
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exists of large income from the rentals of an office buildings there is quite 
a wide difference of opinion as to whether the advantages gained by an- 
exclusive trust company building offset the giving up of opportunities for 
revenue from an office building. It is interesting to note that a number 
of prominent and successful trust companies^ as well as 
banks^ in several large cities have had faith enough in- 
exclusive bank buildings to make the investment^ and that 
their success in the instances in which the buildings have stood for 
several years has justified their faith. Among the companies now occupy- 
ing such exclusive trust company buildings or having them in coarse o( 
construction are: The Mississippi Valley Trust Company and the Mer- 
cantile Trust Company of St. Louis^ both of which were pioneers in this 
movement; The Illinois Trust and Savings Bank^ The Northern Trust 
Company and the Central Trust Company of lUinois^ of Chicago; The 
Cleveland Trust Company of Cleveland; The Commercial Trust and 
Savings Bank of New Orleans; The People's Trust Company, The Title 
Guarantee and Trust Company and the Knickerbocker Trust Company 
of New York; The New England Trust Company of Boston; The Ameri- 
can Security and Trust Company of Washington; The Pennsylvania 
Company for Insurance on Lives and Granting Annuities^ and The 
Girard Trust Company, of Philadelphia, 

Whether such magnificent exclusive trust company buildings as these 
companies and others have are profitable from the standpoint of the com- 
pany or not, there is no question that they add very materially to the 
beauty of the cities in which they are located, and reflect credit upon the 
public spirit of their builders. They mark a step toward the greater ap- 
preciation for art and architecture shown by the older cities of Europe,. 
whose banks in most large centres greatly excel ours in this respect 
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CHAPTER XVL 

THE DUTIES AND LIABILITIES OF TRUST COMPANIES ACT- 
ma IN VARIOUS CAPACITIESJ^ 

Duties as Transfer Agent. 

'T^HE duty of the transfer agent is to act for the issuing corporation 
X in the matter of making transfers of the ownership of its stock 
from one holder to another. This involves the passing upon the 
regularity and legality of the assignment of title ; the noting of the trans- 
action upon the transfer books of the corporation; the cancellation of the 
old certificates and the execution and delivery of new certificates. In- 
cidentally it involves the furnishing to the corporation of a certified list 
of the stockholders whenever the books are closed for the payment of 
dividends^ and at other times as demanded. 

The performance of these duties requires thai the transfer agent be 
the custodian of the stock books and the seal of the issuing corporation 
-and of a supply of blank certificates. The certificates, bound in book 
form so that each certificate and its stub form one page, and numbered 
'Consecutively, are before delivery to the transfer agent signed by the 
proper officers of the corporation. The face of the certificate usually con- 
tains the provision that it is not valid unless countersigned by the transfer 
agent. On its back is usually printed an assignment of the stock and an 
irrevocable power of attorney, of which the following is a common form: 

"For value received hereby sell, assign and trans- 
fer imto the shares of capital 

stock represented by the within certificate, and do hereby 

irrevocably constitute and appoint .... 

attorney to transfer the said stock on the books of the with- 
in-named company, with full power of substitution in the 
premises. 



Dated IpO. 

In presence of 



77 While the duties of trust companies acting In various fiduciary capacities 
-are fairly well established by custom and In some cases by legislative enactment, 
their exact liabilities, especially in corporate trusts, such as those of transfer 
agrent and registrar, are sometimes undetermined either by statute or by court 
decisions, and are the subjects of wide differences of opinion among trust com- 
pany officials -and among lawyers. In the following discussion, so far as it re- 
lates to liabilities, the writer has endeavored to state the various positions taken 
iby different writers quoted, to whom he wishes to acknowledge his indebtedness 
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Before making delivery of a certificate, the transfer agent dates it^ 
fills in the name of the new holder and the number of shares represented, 
affixes the seal of the issuing corporation and. attaches the proper signa- 
ture to the transfer agent's certificate. The form of this certificate rec- 
ommended by a committee of the Trust Company Section of the American- 
Bankers* Association reads as follows :^^ 

"Countersigned : 

Trust Company, as Transfer Agent, 

By , Secretary." 

At the time of accepting an appointment as transfer agent, trust com- 
panies require certain information from the issuing corporation regarding* 
its organization and the issue of its stock, the exact nature and amount of 
such information varying according to the policy of the trust company. 
The following are the requirements published by The Old Colony Trust 
Company of Boston: 

"Corporations desiring the trust company to act in either of these 
capacities (transfer agent or registrar) should submit the following 
papers. Additional papers will be called for if required: 

(a) Certificate of incorporation of the company, certified by the Sec- 
retary of State of the state where the corporation is domiciled. 

(&) Minutes of the organization meetings of the stockholders and 
directors of the company, showing compliance with the necessary formali- 
ties to make the incorporation legal, such minutes to be certified by the 
clerk or secretary of the company. 

(c) By-laws, similarly certified. 

(d) Copies, similarly certified, of all votes, both of stockholders and 
directors, authorizing the issue of stock of the company, together with the 
certificate of the treasurer or other proper officer stating the exact amount 
of stock outstanding, which was issued under each of such votes. If 
approval by the state is necessary in any form — e. g., by railroad commis- 
sioners — formal evidence of such approval, and generally of compliance 
with all conditions precedent to the issue. 

(e) If the stock is issued as fully paid, evidence that such is the case, 
either in the form of a certificate of the treasurer to payment in cash at 
par, or, if the law of the state permits payment to be made otherwise 
than in cash, then satisfactory proof that payment has been made in 
compliance therewith. 

(f)Copy of the form of stock certificate which is to be issued, and 
which the trust company is expected to sign. This should be submitted 
for approval before it is engraved. 



for the Information iriven and for many of the opinions advanced. It la perhaps 
hardly necessary to remark that this discussion is Intended merely to show the 
different views that are current on the subjects treated, and does not pretend to 
state conclusions ex cathedra, the writer making no claim to expert knowledge in 
the matter. In any transaction other than one which Is absolutely plain and sim- 
ple, no trust company official or employee should proceed without competent legal 
advice. 

78 Proceedings Tru.st Company Section. 1905, p. 7. 
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(g) Vote of directors certified as in (b) approving the form of stock 
certificate; also vote similarly certified appointing the transfer agent 
and agent to register transfers of the company. 

(k) List similarly certified of the officers and directors of ihe com- 
pany, with sample signatures of such as may sign certificates." 

The practical work of transferring stock requires a high degree of 
intelligence and care and a thorough knowledge of the law governing such 
transfers. The risks involved aside from possible clerical mistakes^ er- 
rors in bookkeeping, dishonesty or gross carelessness on the part of the 
employees who actually do the work^ include mistakes of law or of fact 
in making transfers on forged endorsements^ or on insufficient authority^ 
or in violation of law, especially in cases of certificates held by persons as 
trustees for others. Certificates endorsed in blank are often presented for 
transfer by persons other than the holders of record. The transfer agent 
must know the signatures of stockholders or otherwise identify them be- 
yond question. Where stock is held in fiduciary capacities, the agent must 
knov? the terms and powers under which it is held. When a certificate is 
presented for transfer, the transfer clerk should know that tiie certificate 
itself and the power of attorney accompanying it are genuine; that the 
transferrer is legally competent to make the transfer: that no notice has 
been given the company of any outstanding claims against the stock ; that, 
in the absence of direct notice, there is no implied notice of claims, such 
as the certificate itself may give when standing in the name of a trustee. . 

Liabilities as Transfer Agent.^® 

On the subject of the exact liabilities assumed by the transfer agent 
in agreeing to perform these services, there is a considerable difference of 
opinion, which is readily accounted for by the fact that there is no statute 
law covering the case, and very little law in the shape of court decisions. 
While the office is sometimes undertaken under special contract which de- 
tails the liabilities to the issuing corporation, the more common method of 
appointment is by a mere resolution of the directors of the issuing cor- 
poration appointing the Blank Trust Company as the transfer agent of its 
stock, and the acceptance of the appointment by the latter. This method 
assumes that the duties and liabilities of the position are so well known 
as to require no definition; an assumption which is justified so far as 
routine duties are concerned, but which as to liabilities seems inconsistent 



79 Readers wlshiner to consult fuller discussions of this subject and of the lia- 
bilities of trust companies acting as registrars are referred to the following arti- 
cles, some of which are quoted herein: Proceedings Trust Company Section A. 
B. A. 1896-1903, pp. 59-76, article by Felix Rackemann; pp. 184-199, article by Hen- 
ry J. Bowdoin and discussion of same. Proceedings Trust Company Section A. B. 
A. 1904, pp. 28-41, article by Jordan J. Rollins; pp. 85-86, letter from Noble B. 
Judah, and discussion preceding. Proceedings Trust Company Section A. B. A. 
1905, pp. 6-8, Report of Executive Committee. "The Banking Law Journal," Vol. 
XXn, pp. 717-720, article by C. P. Morris. "Trust Companies" Vol. I, pp. 418-421» 
497-503, 609-613, articles by Ross Perry; pp. 989-990, article by B. C. Hebbard; 
Vol. II, pp. 416-418. article by Wlllard V. King; Vol. lU, pp. 12-14, article by 
Charles A. Greene. 
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with the divergent opinions held by officers of banks and trust companies 
which act as transfer agents. The difference of opinion does not concern 
what the trust company accepting an appointment expects and intends to 
undertake^ but has reference to possible implied and incidental obligations 
which it does not intend to assume, but for which, in the opinion of 
some writers, the courts may hold it responsible. "It is well understood 
in banking and trust company circles that the transfer .agent undertakes 
to say to the purchaser of the stock which it has countersigned no more 
nor less than that such stock is a genuine portion of the capital stock of 
the issuing company, that the said company has been duly authorized to do 
business by the Secretary of the State in which the company is incorpor- 
ated, and that the signatures of the officers to the certificates of stock are 
genuine."*^ 

Liabilities of a Corporation Acting as Its Own Transfer Agent. 

Before stating the variant views of different writers on the subject 
in hand, it will be useful to inquire into the extent of the liabilities of 'cor- 
porations when they transfer their stock through one of their own officers 
or employees. It is of course beyond the scope of this article to discuss 
the law of stock transfers, concerning which elaborate text-books may be 
read. A few instances showing th^ liabilities involved will be sufficient 
for the present purposes. 

In an able paper on the subject read before the Trust Company Sec- 
tion of the American Bankers' Association,^^ Jordan J. Rollins showed that 
improper transfers may arise "Equally through honest mistake, negligence 
or fraud." Illustrating the statement, he instances cases in which errors 
have occurred and the issuing corporations have been held liable : 

(a) Through a mistake of fact where the title to stock was affected 
by a law peculiar to a foreign state or country. He quotes the United 
States Court of Appeals that "The validity of a transfer of stock is gov- 
erned by the law of the place where the corporation is created." 

(6) Through a mistake of fact where the title to stock was affected 
by some complicated contractual relation. 

(c) Through a mistake of fact where a person acting as attorney for 
another exceeded his authority in making a transfer. 

(/?) Through fraud on the part of the officer in charge of transfers. 

As a brief statement of the responsibility of the issuing company, he 
quotes the United States Supreme Court (Telegraph Co. vs. Davenport, 
97 U. S. 369, at p. 371) as follows: 

"The officers of the company are the custodians of its stock book, 
and it is their duty to see that all transfers of shares are properly made, 
either by the stockholders themselves or persons having authority from 
them. If, upon the presentation of a certificate for transfer, they are at 



80 C. P. Morris, In "Banklngr Law Journal," Vol. XXII, p. 718. 

81 Proceedings Trust Company Section 1904, pp. 29-33. 
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All doubtful of the identity of the party offering it with its owner^ or if 
not satisfied of the genuineness of a power of attorney produced^ they 
-can require the identity of the party in the one case^ and tiie genuineness 
of the document in the other^ to be satisfactorily established before al- 
lowing the transfer to be made. In either case they must act upon their 
own responsibility. In many instances they may be misled without any 
fault of their own^ just as the most careful person may sometimes be in- 
•duced to purchase property from one who has no title, and who may per- 
haps have acquired its possession by force or larceny. Neither the ab- 
.sence of blame on the part of the officers of the company in allowing un- 
authorized transfer of stock nor the good faith of the purchaser of 
stolen property, will avail as an answer to the demand of the true owner." 

He also quotes the Supreme Court of Massachusetts (Crocker vs. Old 
Colony R. R. Co., 137 Mass. 417) as follows: 

"When a transfer of stock is presented to a corporation it is bound at 
its peril to see that it is a genuine transfer by one who has power of dis- 
position over the stock. . . , If it issues a certificate upon a forged 
K)r unauthorized transfer, the real owner retains his property in the stock 
And the corporation may be liable to a bona-fide holder of the new cer- 
tificate." 

On the other hand, quoting the same case: 

"If a proper transfer is presented to a corporation it is its duty to 
issue a new certificate in accordance with it, and if it refuses, it is liable 
to the person to whom the transfer is made." 

Summing up this portion of his paper, Mr. Rollins concludes, "For 
Mil loss occasioned, whether by fraud, negligence or unavoidable mistake^ 
by it or its agents in the transfer of its stock, such corporation is abso- 
lutely liable, and no excuse can mitigate its liability." 

Special risks are involved in the transfer of stock at the instance of 
-executors, administrators, trustees or guardians. In a series of articles on 
this phase of the subject in "Trust Companies" magazine'^ Ross Perry 
'Cites a number of cases showing the character of the risks. These include : 

(fl) A case where stock held in trust under a will was ordered dis- 
tributed by a lower court and the corporation so distributing it was 
afterwards held liable by the Supreme Court of the state (Tennessee), 
notwithstanding the instructions of the lower court, on the ground that 
the distribution was not in accordance with the terms of the will, of which 
the corporation had or ought to have had notice. 

(6) A case where the trustees under a will transferred stock in excess 
of their authority and used the proceeds for their own benefit, and the 
corporation permitting the transfer of its stock was held chargeable with 
^ knowledge of the contents of the will which was spread on the public 
records, and was required to make good to the trust estate the value of 
ihe stock. 

(c) A case where stock held by executors under n will transferred 
«arae to themselves as trustees, and afterwards to "A. B., Trustee," the 
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latter seUing the stock and using the proceeds for his ovn purposes. In 
an action to recover the Court of Appeals (of Maryland) answered the 
plea of the defendant corporation that the mere word "trustee" gave 
them no notice of the trusty by holding that having been once informed 
of the will and its provisions affecting the stock in question^ tliat knowl- 
edge continued all the way down, and the company was bound to see that 
the trust property in their custody was protected and not misappropriated^ 
and required it to make good the loss. 

(rf) A case where a transfer on the order of an executor caused loss 
to a corporation because the executor had not complied with the law of the 
testator's domicile before selling the stock so transferred. 

Mr. Perry further shows that where stock is transferred to a trustee, 
executor, administrator or guardian in an investment of trust funds, the 
corporation permitting such transfer of its stock may be held liable in 
case such investment of trust funds is against positive prohibition of law. 

It must be evident^ without further discussion of this topic, upon 
which volumes have been written, that the corporation which transfers it» 
own stock is subject in the matter of such transfers to very grave re- 
sponsibilities. 

Responsibiltty of the Separate Transfer Agent. 

How much of this responsibility does the trust company — or sny other 
separate transfer agent — assume .'^ Is the relation between the issuing- 
corporation and the transfer agent that of simple agency^ and the re- 
sponsibility of the agent limited to the exercise of good faith and ordi- 
nary skill and carefulness ; or does the agent^ in assuming the duties con- 
nected with the transfer of stock, also assume all of the responsibilities in 
connection with such transfers that the issuing corporation would itself 
have if no separate transfer agent were appointed ? This is a question of 
most vital importance to the trust company — a question concerning whicb 
opinions differ widely^ and upon which the courts have not passed. 

Those who incline to the opinion that the courts may hold the transfer 
agent liable for more than simple agency call attention to the causes which 
have brought about the employment of separate transfer agencies, to the 
purposes which they now serve and to the possible liability to two par- 
ties — the issuing corporation and the interested public. Recognizing the 
fact that convenience and the demands of business were potent factors in* 
establishing the custom, they maintain that the demand of the public for 
additional safeguards^ outside of any that the issuing corporation itseir 
could furnish, was an important factor, and is to-day perhaps the strongest 
single reason why a corporation wishing to market its stock must have 
the same transferred by a responsible bank or trust company. They show 
that the stock exchanges generally require the appointment of such agen- 
cies as a prerequisite to the listing of the stock, and that the public would 
regard the omission of the appointment of a transfer agent as suspicious 
and irregular. They argue that it is evident that the general public looks- 
upon the transfer agent as practically a guarantor, separate and aside 
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from the- issuing corporation^ that a certificate of stock bearing its signa- 
ture is absolutely valid^ and that the holder will be protected by it; and 
they think it a fair question whether the courts^ when a test comes^ will 
not hold to the public's view of the case. As between the principal and 
agent^ they point to the fact that one of the contributing reasons for the 
agency from the standpoint of the former is the supposition that the trust 
company is an expert in such work^ possessed of superior facilities and 
endowed with thorough knowledge of the law^ and therefore to be held 
accountable for more than ordinary skill; also to the fact that the prin- 
cipal ordinarily surrenders to the agent the entire control of the transfer 
of its stock, thereby placing beyond its own reach any power to prevent 
improper transfers, except of course in a few cases in which it may have 
special knowledge and instruct the agent. 

" . . . In view of the causes which have resulted in the ofBce and 
custom, and of the practically absolute control exercised in most instances 
by the agent, it is certainly prudent for us to anticipate that the courts 
will decide, when a proper case is presented, that the agent is responsible 
to its principal in the full measure of the consequences resulting to the 
principal for any acts of the agent. . . . Can it be successfully ar- 
gued that, while the agent agreed to perform the work, and accepted a 
cash consideration therefor, the responsibility for the consequence of 
mistake, however innocent, impliedly remains where it formerly rested, 
upon the principal, it having parted with the control of the situation? 
I apprehend not."®** 

"The office not being a creation of the corporation by reason of any 
inability on its part to perform the duties involved, but being rather a 
system which custom and stock exchange rules have forced upon it, there 
is reasonable ground for query as to whether the agent, intervening as it 
does between the corporation and the public, does not stand for the cor- 
poration in its relation to the public, and itself assume the liabilities for 
a careful and responsible handling of the stockholders' interests, for 
over-issues, and fraudulent issues of stock, and for the many other forms 
of fraud, the liability of which would fall on the corporation did it per- 
form these functions for itself. . . . In this state of the law, then, 
forecasts as to how the courts will act on this question when it comes up 
for direct decision are largely speculative; but the trend of decisions 
which touch the borders of the matter, and the application of established 
legal principles, would seem to indicate that the agent's liability to the 
interested public will be settled as is its liability to the corporation for 
which it acts; that the injured party may look successfully for reim- 
bursement to either the agent or the corporation or both."®* 

Those who hold to the opposite opinion are quite as decided in their 
views, and are perhaps more numerous. Their position is stated by Philip 
S. Babcock, as follows ("Trust Companies" magazine. Vol. I. p. 39) : 

"I contend that the transfer agent is an agent, pure and simple; re- 
sponsible for gross and wilful neglect, but in other respects simply repre- 
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senting its ppincipal; and any claims against the agent are properly ans- 
wered bv interposing the principal." 

Speaking of the liability to the principal, Felix R^ckemann says in 
Proceedings Trust Company Section American Bankers' Association, 
1896-1903, p. 62: 

"Lawyers and surgeons hold themselves out'as competent and learned 
and skillful. Should either make a mistake from failure to properly 
apply some settled principle of his profession', he would be negligent. 
On the other hand, either might advise or act according to his best 
judgment in respect of some doubtful or unsettled point, and though in 
the end proved wrong, would not be guilty of negligence. So with the 
transfer agent. He is not an insurer and is not to be held to infallibility. 
He must, however, be cautious and vigilant For an honest mistake in a 
matter where the law was unsettled, and in the absence of judicial deter- 
mination fairly open to different opinions as to true construction, it is 
hardly conceivable that the transfer agent could be liable to the company." 

The same writer says regarding liability to the public (page 66) : 

"There seems to be no ground whatever in the law for thinking that 
a trust company, acting as transfer agent, sustains toward the share- 
holder of the stock company any different legal relations than would 
exist between the shareholder and a small salaried clerk in the office of the 
company signing the same certificate as 'transfer clerk.* " 

After calling attention to the fact that formerly this work was done 
by such transfer clerks, Mr. Rackemann continues: 

"It was never suggested that such transfer clerk 'represented' any- 
thing or was legally liable to anybody, so he conducted himself honestly. 
. . . It would make no difference in the law whether the clerk under 
the old practice has signed himself clerk or agent. The only changes 
made under the modern system are that the word 'agent' has displaced 
the word 'clerk' and financial institutions of character and reputation 
have displaced the individual unfamed clerks. . . . The argument 
to the contrary must rest upon the theory that the signature of the trans- 
fer agent is to be treated as an authentication by one who has contracted 
with the company and impliedly undertaken with each investor that 
only true and perfect instruments shall be authenticated, and although it 
must be admitted that the agent's signature is required on the instrument, 
yet it must at the same time be remembered that the object of the added 
signature has not been to gain added authenticity. The necessity for 
the agency led to the signature. It was not the desire for the signature 
as an authentication which led to the agency. A railroad ticket is not 
good until the agent has put his office stamp and date upon the back. 
. . . If a ticket proves bad and be rejected, would it be claimed by 
any one that the agent was individually liable because he had 'authenti- 
cated' the ticket, or personally represented anything whatever about it in 
the act of stamping it.^ It is not easy to see any distinction between the 
two cases." 

Mr. Rackemann adds that in his discussion he has been referring 
"Only to those cases where there is merely the signature of the trust 
company, and the words 'transfer agent.' It may well be that the addition 
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of some very simple and harmlesS'Sonndiug words will lead to very impor- 
tant, further and different results." He particularly warns against the 
use of the word "countersigned/* calling ' attention to the fact that "It 
has been held in at least two cases that the execution of an instrument 
under the word 'countersigned' wAs equivalent to a direct and positive 
representation, not only that each original signature was genuine, but that 
every legal formality essential to the full legal effect of the instrument 
had been duly observed and performed." 

Methods of Safeguarding the Transfer Agent. 

Whatever view may be taken of the situation, it is evident that it its 
possible that the liability of the transfer agent might be held greater than 
trust companies acting in that capacity intend it to be, and. that wisdom 
would dictate the taking of all possible measures to prevent such a possi- 
bility. A committee on the subject appointed by the Trust Company 
Section of the American Bankers* Association reported (Proceedings 
Trust Company Section 1905, pp. 6 and 7) : "While the trust companies 
do not admit that in acting as transfer agent or registrar they assume 
any such measure of responsibility as that suggested by articles read be- 
fore the convention at various times, it w*ould be desirable to eliminate 
absolutely the opportunity for any claim that the trust company serving 
in either capacity is liable save as an ordinary agent. Obviously, there 
are but two ways in which liability can be defined in advance; either by 
agreement between the principal and agent or by legislation. The latter 
was recommended in the article ander consideration, since a statute would 
as clearly affect the investing public as the company issuing the stocks 
transferred or registered. The form proposed for New York was as 
follows: * * * (The trust company shall have power) 'To transfer, 
register and countersign certificates of stocks, bonds and other evidences 
of indebtedness of corporations, with liability to such corporations and to 
the owners or holders of such certificates of stock, bonds or other evi- 
dences of indebtedness solely for the negligence or wilful misconduct of 
its officers in reference to such certificates of stock, bonds or other evi- 
dences of indebtedness, or in the appointment or employment of ita 
agents, clerks or employees dealing therewith.* 

If in any state it shall not be possible or convenient to obtain legisla- 
tion of the character indicated then such protection as may be afforded 
by the adoption of appropriate endorsements is recommended." 

The form of endorsement, or certificate of transfer agents, recom- 
mended in this report has already been given. ^'^ 

Other forms of protection that have been suggested are the taking of 
bonds of indemnity in doubtful cases, the making of special contracts for 
the agency and notifying all transferees of such contract, and having the 
transferees subscribe to the by-laws of the issuing company in cases where 
such by-laws define the responsibility of the transfer agent. 
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The following^ "Suggestions about Stock Transfers" issued by the 
Old Colony Trust Company of -Boston, and used here with its permission, 
contain valuable hints regarding the conduct of this business: 

"Suggestions About Stock Transfers. 

1. Signatures of stockholders on stock transfers, when unknown, 
must be verified in some way satisfactory to the transfer agent. This 
will usually be by guarantee of some member of the Boston Stock Ex- 
change or some well-known bank, or by acknowledgment before a notary 
public. 

2. If the holder's name is rightly given on the face of the certificate, 
he or his duly authorized attorney should sign the transfer exactly as the 
certificate is made out, without alteration or enlargement. 

3. ' If an error was made in issuing the certificate, the transfer agent 
should be informed of the facts. Do not make corrections on the face 
of the certificate. If the assignment is filled out erroneously, alterations 
should be made in ink only, leaving the original writing legible. Do not 
use erasers of any sort. 

4. Enter in the transfer space on the back of the certificate the full 
name of each person to whom the stock is to be assigned, writing out the 
number of shares to be so transferred, and the street or post-office ad- 
dress of the transferee. It is more convenient to leave the attorney space 
blank, if one is provided. 

5. In transferring to individuals, use the full Christian name; and, 
if the transferee be a woman, the title "Miss" or "Mrs." Avoid using 
diminutives. 

6. In transfers to a married woman, use her own Christian name, not 
her husband's. In case of a change of name by marriage, send the stock 
certificate to the transfer agent with the transfer filled out to the correct 
name, signed after this manner, — "Mrs. Mary James, formerly Mary 
Jones," having the signature properly verified. 

7. Assignments to a corporation or association should give the com- 
plete legal title, 

8. Certificates issued to a minor or an insane person should bear 
the guardian's name; for example, "John Jones, minor (or incompetent), 
under guardianship of Henry Jones." If a transfer is desired of stock 
so held, a recently certified copy of the guardian's appointment should 
be shown, together with the license of the court appointing the guardian, 
if such license is necessary under the laws of the state having jurisdiction. 
Termination of the guardianship should be shown by a certificate from 
the court, birth certificate, or other satisfactory evidence. 

9. On certificates issued to trustees the trust must be fully described, 
exact reference being made to the will or other document creating the 
trust; and, whenever possible^ the name of the beneficiary should be 
given. 

10. Transfers by trustees, where a power of sale is not granted by 
the instrument creating the trust, cannot be made without license from the 
court or the consent of all the beneficiaries. In every case the instru- 
ment creating the trust and proper evidence of the trustee's appointment 
should be exhibited. If there is more than one trustee, all must sign 
transfers. ^^ , 
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11. Transfers made by administrators or executors must be accom- 
panied by a recently certified copy of court appointment. When made 
by executors or adminstrators with the will annexed^ of estates which have 
been in probate over three years, a certified copy of the will should be 
shown. If there is more than one administrator or executor, a majority 
should sign. 

12, Trustees, administrators, executors, guardians, and attorneys 
should not transfer to themselves individually; nor should husband and 
wife transfer directly from one to the other, unless such transfers are 
authorized by the laws of the state when the transfer is signed. 

18. Transfers from corporations or associations should be executed 
by their officials duly authorized for the purpose, and accompanied by a 
certified copy of the vote or by-law authorizing the transfer. Such 
vote or by-law should be certified to by an official other than the one 
signing the transfer. 

14. Transfers by attorney must be accompanied by the original or 
a notarial copy of the power of attorney, and evidence should be given 
that the signature is genuine. Powers of attorney can be recognized only 
when the intent of the maker to authorize transfers is beyond doubt, and 
when the power is recent, or is shown to be still in force. 

15. Papers left for record in connection with transfers by trustees, 
executors, etc., will be returned. 

16. Prompt notice of any change of address should be given the 
transfer agent in writing, stating the name of the company in which 
stock is held. 

17. If a certificate is lost, file notice to that effect with the transfer 
agent at once, giving, if possible, the certificate number and number .of 
shares. 

18. In transfers of stock in Massachusetts corporations by foreign 
executors, administrators, or trustees, evidence should be furnished that 
the transfer is not liable to the Massachusetts collateral inheritance tax, 
or that such tax has been paid. 

The foregoing suggestions are subject to change, and should be con- 
sidered for guidance only." 

The following general rules written by Frederick Vierling, Trust 
Officer The Mississippi Valley Trust Co. of St. Louis, also contain valu- 
able suggestions: 

"General Rules for Issue op Certificates of Stock. 

(1) To a man, issue in his name, giving his first name in full and 
not merely his initial; (2) to two or more persons, issue in their full 
names, unless a firm; (S) to a woman, issue in her name, giving her 
first name in full — ^and make record as to whether she is married or 
unmarried — the issue to a married woman to be in her own name and 
not that of her husband: i. e., Evelyn M. Blank, not Mrs. Frederick 
Blank; (4) to a co-partnership, issue in firm name; (5) to a corpora- 
tion, issue in corporate name — first requiring proof that corporation is 
authorized to hold shares in issuing company; (6) do not issue to any 
sole or joint fiduciaries acting under order of court, unless they first 
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produce certified copy of order of court showing their authority to take 
and hold shares; (7) do not issue to any sole or joint fiduciaries acting 
under written instrument, unless they first produce the instrument or a 
certified copy, and unless under the instrument or the law relating to such 
trusts they have authority to take and hold the shares — if a recorded 
instrument keep reference to record, and if not recorded require certified 
copy for files; (8) do not issue to a fiduciary or to fiduciaries merely 
as such (as A. B. trustee), but issue to an authorized sole fiduciary 
or to joint fiduciaries in their names in full, followed by full designa- 
tion of their trusts — i. e., A. B., administrator of estate of C. D., 
deceased; A. B., executor under will of C. D., deceased; A. B., guardian 
of C. D., a minor; A. B., trustee for C. D., under will of E. F., de- 
ceased; A. B., trustee for C. D., under indenture of trust with him dated 
March 1, 1907; A. B., agent for C. D., under agency agreement with, 
him dated March 1, 1907; (9) no certificate should be issued to any 
fiduciary, unless appointed by order of court or in writing. 

General Rules for Transfers of Certificates of Stock. 

(1) Require surrender for cancellation of outstanding certificate 
representing shares to be transferred; (^) require execution of assign- 
ment and power of attorney on back of certificate to be transferred or 
have properly executed form attached, the signature or signatures to be 
in the exact name or names as written on face of certificate, and must 
be by the principals themselves or by their legal representatives formally 
appointed by order of court or in writing; (3) if signature to assign- 
ment is not known, require same to be acknowledged before a notary 
public, or better still, have it guaranteed by some responsible person 
or persons who are known; (4) require assignment of certificate issued 
to a firm to be executed in the name of the firm by a general partner;. 
(5) require assignment of certificate by a corporation to be executed 
by its presiclent or a vice-president under corporate seal, attested by its 
secretary or assistant secretary, and accompanied by a certified copy of 
by-laws showing authority of officers or certified copy of resolution of its 
directors authorizing the officers named to assign certificates; (6) where 
there are joint fiduciaries, require all of the acting fiduciaries to join 
in the assignment; (7) where assignment of certificate is by a fiduciary 
or fiduciaries acting under order of court, require certified copy of 
order of court giving authority to make transfer; (8) where assign- 
ment of certificate is by a fiduciary or fiduciaries acting under written 
instrument, require production of instrument and examine carefuDy and 
see if authority to make trsnfer is clearly given, and if not require in 
addition order of court authorizing the transfer and place certified copy 
on file — if the instrument is recorded, keep reference to record and if 
not recorded require certified copy for files; (9) require proof that any 
fiduciary making an assignment of a certificate is at the time still acting 
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as such fiduciary; (10) transfers by fiduciaries to themselves should not 
be allowed, unless at the time they are sole beneficiaries of the trust and 
the trust is terminated, or unless specifically authorized by order of 
court or terms of instrument creating the trust." 

For a fuller discussion of this subject, see list of articles given in 
note at heading "Liabilities as Transfer Agent." 

Duties and Liabilities as Registrar of Stock. 

The duty of the registrar of stock is to register, or record the issue of, 
certificates of stock after they have been issued by the transfer agent^ Tor 
the purpose of preventing an over-issue of such stock. Before assuming 
its duties the registrar must be furnished with authentic information as 
to the total amount of stock authorized to be issued, if none has been 
issued ; or as to the total amount of stock authorized to be issued and the 
amount outstanding, if part or all has been issued. After the total 
amount of shares authorized to be issued have been registered, new cer- 
tificates are not registered except upon the cancellation of outstanding 
certificates for the same number of shares. 

As stated by Felix Rackemann^ in Proceedings Trust Company Sec- 
tion 1896-1903, p. 73, "In practice the registrar keeps its registry list, 
and as stock is transferred by the company or its transfer agent it re- 
ceives in each case the old certificate as surrendered and the new certificate 
as prepared to take its place, it compares the two, it notes upon its reg- 
istry list the surrender and cancellation of the old and the issue of the 
new in substitution, and it thereupon identifies the new certificate by its 
signature upon its face as a part of a stated authorized issue." 

Upon its face this is an exceedingly simple operation, involving no 
greater responsibility than a guarantee that the certificate has been issued 
in regular form by the transfer agent and that the outstanding registered 
stock of which it represents a part does not exceed the total authorized is- 
sue. This is the limit of responsibility which a trust company in assuming 
the office of registrar intends to assume, and which many think the courts 
will rule it actually does assume. Yet there are a number of lawyers and 
trust company officials of experience who incline to the opinion that as in 
the case of the transfer agent, the courts may, when a case actually comet 
before them, hold the company acting as registrar to liability for inciden- 
tal and implied obligations which it has not intended to assume — some 
going so far as to believe that "The duties and liability of a registrar do 
not differ in any marked degree from those of a transfer agent."®* 

As to the historical origin of the office of registrar and the original 
and present purpose of its employment, there seems to be no disagree- 
ment. The practice of employing registrars was a result of the disclos- 
ure in 1863 of the "Schuyler Frauds," in which Robert Schuyler, who 
was president and also transfer agent of the New York and New Haven 
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Bailroad Company^ fraudulently over-issued the stock of his company. 
As a safeguard against such frauds in the future^ the New York Stock 
Exchange^ in January^ 1869^ adopted a rule requiring all active stocks to 
be registered by an agency approved by it "The danger of over-issue 
was^ therefore^ the single operating cause. To guard against such danger 
was the single object of the Stock Exchange rule, and of the subsequent 
practice adopted in compliance with that rule." (Rackemann^ as above^ 
p. 72.) 

It is evident that the function of the registrar could not in any case 
be exercised^ as the function of the transfer agent could be^ by the issuing 
corporation. The very nature of the office requires the services of a per- 
son or corporation entirely distinct from the company whose stock is to 
be registered. 

The liabilities involved are at the present purely a matter of opinion^ 
as there is practically no law on the subject. The position of those who 
believe that the liabilities involved may be considerable is illustrated in the 
following passage (Bowdoin, as above) : 

"Since the function to be performed by the registrar, which it holds 
itsplf out as competent to discharge, is that of a check against the trans- 
fer agent, in guarding against an over-issue of stock, it becomes necessary 
for the registrar to scrutinize all transfers, since the issue of a certificate, 
except against one legally cancelled for the same number of shares, 
would necessarily result in an over-issue. This duty the registrar im- 
pliedly, by its acceptance of the office and fee, agrees to discharge. 
Obviously, if the registrar certifies the issuance of a certificate, thereby 
placing upon it the last and highest indicia of validity, and loss results 
to the principal therefrom, the registrar has failed to fulfill the purpose 
of its appointment; if, by such action, loss enures to a stockholder whose 
property rights have been wrongfully divested thereby, cannot such stock- 
holder recover from the registrar, the signature of the latter in acceptance 
and approval of the evidences of the transfer being essential to the trans- 
fer and being the last act in consummation of the transaction by which 
the stockholder is injured.^ In the absence of an expressed agreement 
limiting the liability of the registrar, it would seem that the acceptance 
of the office carries an acceptance of responsibility for failure to properly 
perform the functions of the office, and that unless such limitation of 
liability is brought to the knowledge of the stockholder, and of those who 
may from time to time become such, the acceptance of the office would 
also imply an acceptance of responsibility for aU acts of the registrar 
whereby the stockholder is wrongfully deprived of his property interest 
in the stock. Here again the case against the registrar is strengthened 
by the quite customary regulations of stock exchanges requiring the sig- 
nature or counter-signature of a registrar as essential to the validity of 
the certificate." 

Referring to the fact that the word "Registrar" appears in the opinion 
of some to be the equivalent of "Guarantor," Mr. Rackemann says (a^ 
above, p. 72) : 

"It is certainly a matter calling for consideration, because a popular 
notion, or conviction, though erroneous, is yet quite apt to have its natural 
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•effect upon the judicial mind," and he suggests the avoidance of the word 
"Registrar," suggesting in its pUce "Agent to Register Transfers/* 

He says further (p. 74, as above) : 

"If the registrar of stock by the registration, makes a continuing 
Tepresentation to the public that the stock is valid and properly issued, 
or even within the authorized limit, the registrar is of course concerned 
to know that each transfer is properly made and not merely that a former 
stock certificate is mutilated in the process known as cancellation. Be- 
cause it may well be that a stock certificate, mutilated in cancellation to 
the satisfaction of the most fastidious, would still remain as a matter of 
law a perfectly valid stock certificate upon which the shareholder named 
therein would continue to have all original rights and claims. . . • 
Should the transfer agent, therefore, accept an old certificate and 'punch' 
it in cancellation without the authority properly given by the true owner, 
it would not be cancelled, and any stock certificate put out by the trans- 
fer agent in its place would be an over-issue, and the registrar, in sign- 
ing the new certificate, would be registering over-issue stock." 

Answering his own question, "WTiat does such registration mean.^" 
Noble B. Judah says (Proceedings Trust Company Section 1904, p. 85): 

"To my mind, the answer to this question is that such registration 
means and intends more than simply that the trust company, as agent 
for the company the stock of which is registered, has written some words 
on the certificate. It has been said in the past that the trust company 
simply acted as the agent for the other company, from time to time, in 
registering the respective certificates; and it seems to have been assumed, 
sometimes at least, that the trust company was under no responsibility 
to the person taking the registered certificates; but the company whose 
stock is registered has, if its affairs are honestly administered, no need 
on its own part for such registration. Obviously the chief purpose is to 
give the purchaser of the stock to understand that a third and disin- 
terested party is looking after the stock issues. I do not doubt that the 
•courts of some of the states, at least, will so hold. As soon as it is ad- 
mitted that the registration is procured for the purpose of influencing 
third parties, it is very necessary that their rights be considered, for in 
such case there will be, sooner or later, decisions holding the registrar 
to financial responsibility." 

That there are many who do not agree with these views is shown by 
the practice of different companies in the method of conducting the work 
of registration, and by opinions expressed in printed articles. Thus, 
Willard V. King says ("Trust Companies," Vol. 2, pp. 416-418) that 
"We all do in New York" register stock "without looking into the formal- 
ity of the transfer." Referring to the contention that if the transfer 
agent improperly cancelled a certificate and issued a new one the share- 
holder whose stock was illegally transferred could compel the transfer 
Agent to reissue to him the shares illegally taken from him, thus produc- 
ing an over-issue, he says : 

"But the answer to this is that the transfer agent, if compelled to 
make good in such a way, would go into the market and buy the necessary 
shares and cancel them in order to make the required issue to the ag- 
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grieved stockholder. He could not issue them out of hand. It is quite- 
inconceivable that there should be at any instant more stock outstanding^ 
than the corporation had authorized^ the proper hypothesis being that the 
transfer agent (assuming that his guilt has been proved) is 'shorty' just 
exactly like a speculator who has sold what he does not own^ and is put 
to the necessity of buying the wherewithal to fulfill his obligations. There 
would be no over-issue at any stage of the proceedings, and theref ore- 
nothing for the registrar to concern himself about." 

Again, he says: 

"Moreover, on examination of the details of the procedure it will be 
found that the registrar has not the facilities for proving the propriety 
of the assignments. When a new stock certificate is delivered, the trans- 
fer dgent takes the receipt, which in many cases is the only specimen^ 
on file of the new stockholder's signature. To this the transfer agent 
can refer by way of added verification of that signature when in the 
course of time the certificate is presented for transfer; but the registrar 
has not access to it. Powers of attorney, probate certificates, copies of 
deeds of trust, and other papers showing the authority of various persons 
to execute assignments of stock, are lodged with the transfer agent; and 
to suppose that the registrar must keep a duplicate file, or must examine 
the papers already accepted by the transfer agent, and require a second 
examination by counsel of the doubtful cases^ is quite absurd." 

Mr. King objects to the phrase "Countersigned and registered" on 
certificates, "because the word 'countersigned' is likely to imply something, 
in addition to 'registered.' " 

The remedies proposed by those who think the situation serious enoughs 
to justify caution are practically the same as those already explained for 
the protection of companies acting as transfer agents. Even those who 
hold to the opinion of limited liability agree that it is important to ex- 
ercise great care in the form of the Registrar's certificate. The Commit- 
tee of the Trust Company Section, American Bankers' Association, al- 
ready mentioned, recommends*^ either of the following forms: 

"Registered this day of 

Trust Company, as Registry Agent" 

"Registered this day of 

Trust Company, as Registration Agent." 

The duties and liabilities of trust companies as registrars of stock are- 
more fully discussed in the list of articles given in the note to the heading, 
"Liabilities as Transfer Agents." 

Trustee Under Bond Issues, 

When one wishes to borrow upon mortgage security a compara- 
tively small amount, such as he may obtain from a single lender, the 
loan may be negotiated upon a single note and mortgage. If, how- 



87 Proceedln^rs Trust Company Section 1905, p. 7. 

Digitized by 



Google 



DUTIES AND LIABILITIES OF TRUST COMPANIES. 429 

-ever, a corporation wishes to borrow a sum running into hundreds of 
thousands or millions of dollars, it must look to a number of different 
investors to furnish the money, and must supply a corresponding num- 
ber of notes or evidences of indebtedness, each of which must be secured 
.by mortgage. It is manifestly impracticable to furnish each investor 
with a separate mortgage; and hence there has grown up the custom of 
issuing a single mortgage securing a number of separate notes or bonds, 
of amounts (usually $1000 or $500) which are within the reach of th© 
average investor. It then becomes necessary to select some one person or 
corporation to whom, as trustee, the mortgage may run in trust for the 
several bondholders, and who may Identify the bonds issued upon the 
security of such mortgage. For these trusteeships the trust company has 
manifold qualifications, and has come to be generally used. What are its 
•duties and liabilities when acting in this capacity? 

In the simplest case of such a trusteeship, if the issuing corporation 
.meets its obligations promptly and regularly, the duties of the trustee 
may be no more than the holding of the mortgage as trustee, the certifi' 
•cation of the bonds, and, at maturity, the satisfaction of the mortgage 
and cancellation of the bonds. In many cases, however, the duties of 
the trustee at the outset and during the life of the bonds are more exten- 
sive, while in any case the failure of the issuing corporation to comply 
with the terms of the mortgage will impose added burdens upon the 
trustee. 

WTien the trust has been accepted the mortgage conveying title to the 
trustee in trust for the holders of the bonds is recorded, the seal of the 
corporation and the signatures of its proper officers are placed upon the 
bonds, and the latter are delivered to. the trustee for certification. Before 
the mortgage is executed or the bonds engraved both documents should 
be submitted to the trustee for examination and approval by its attor- 
ney. He should see to it that the descriptions of the property to be 
mortgaged are definite and plain, and that the duties, limitations and 
liabilities of the trustee are set forth in the mortgage clearly and fiUly. 
Upon receipt of the bonds the trustee examines each bond with care to 
see that all are in complete condition, properly signed and sealed, that 
the number of the bonds is correct and that their wording is according 
to the form which should be giveh in full in the mortgage. Having 
satisfied itself of these things, the trustee has its secretary sign the 
trustee's certificate on each bond> and is then ready to deliver the bonds 
according to the provisions of the mortgage. 

The conditions to be inserted in the mortgage for the definition of 
the trustee's liability demand careful thought. The following are sug- 
gested by a Committee of the Trust Company Section, American Bank- 
ers* Association,^® and will be found very useful as guides: 

"As a condition precedent to the acceptance of the said trust by the 
trustee it is further stipulated and agreed by and between the parties 
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hereto and all present or future holders of bonds secured by these pres- 
ents, that the trustee shall not be answerable for any act, default, neglect 
or misconduct of any of it^ agents, representatives or employees, by it 
appointed or employed in connection with the execution of any of the 
said trusts, nor in any other manner answerable or accountable under any 
circumstances whatsoever, except for gross negligence or bad faith; that 
the recitals contained herein, or in the bonds, as to priority of lien, due 
authorization or any other matter whatsoever, are made by and on the 
•part of the company, and the trustee assumes no responsibility for the 
correctness of the same; also, that it shall be no part of the duty of the 
trustee to file or record this indenture, mortgage, deed of trust, assign- 
ment or other instrument whatsoever that may be delivered to it under the 
terms of this instrument as a mortgage, deed of trust or conveyance of 
real estate, or as a chattel mortgage or conveyance of personal property, 
or to renew such deed of trust or mortgage, real or personal, or to pro- 
cure any further, other or additional instrument of further assurance, or 
to do any other act which may be suitable and proper to be done for 
the continuance of the lien or charge hereof, or for giving notice of the 
existence of such lien or charge, or for extending or supplementing the 
same; nor shall it be any part of its duty to effect insurance against fire 
or other damage on any portion of the premises or property hereby mort- 
gaged, or to renew any policies of insurance, or to keep itself informed 
as to the payment of any taxes or assessments, or to require such pay- 
ment to be made; but the trustee may do any or all of these things. 

The trustee shall not be. compelled to take any action as trustee under - 
this mortgage unless iirst properly indemnified to its full satisfaction, 
nor shall it be chargeable with notice of any default on the part of the 
company except upon delivery to it of a distinct specification in writing 
of such default by some person or persons interested in the trust, whose- 
interest, if the trustee shall require, must be proved to the reasonable sat- 
isfaction of the trustee. 

In case at any time it shall be necessary and proper for the trustee 
to make any investigation respecting any fact or facts preparatory to 
taking or refraining from taking any action, or doing or not doing any- 
thing, as such trustee, the certificate of the company under its corporate 
seal, attested by the signature of its president or secretary, or the affi- 
davit of one or more directors, shall be conclusive evidence of such facts 
to protect the.trustee in any action or position that it may take or assume 
by reason of the supposed existence of such facts. 

It is further covenanted and agreed that the trustee under this deed 
of trust is, and shall be, entitled to reasonable compensation for all ser- 
vices rendered hereinundfer, or in connection with the trust, which com- 
pensation, together with any and all necessary and reasonable expenses, 
charges, counsel fees and other disbursements incurred by the trustee 
in the discharge of his duties as such, shall be paid by the company or out 
of the trust estate upon which they are hereby made a lien and charge 
superior and prior to those of the bonds secured hereby. 

The trustee shall be protected in acting upon any resolution, notice, 
request, consent, certificate, affidavit, voucher, bond or other paper or doc- 
ument believed by it to be genuine and to have been passed or signed by 
the proper party. 
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Every trustee hereunder may at any time resign from the trust by^ 
mailings at least sixty days before^ such resignation shall take effect^ a 
duly addressed notice in writing to that effect to the company^ and to all 
bondholders who may be known to tlie trustee to be such^ and whose ad- 
dresses shall likewise be known to it." 

The form of the trustee's certificate should likewise be worded with 
care to avoid the incidental assumption of responsibility which the trus- 
tee does not intend to assume. For example^ it has been held that the 
statement in the certificate that the bond is "secured" by the mortgage 
therein referred to may commit the trustee to a guaranty that the bond 
actually is secured. The committee already referred to suggests the fol- 
lowing form for the trustee's certificate: 

"It is hereby certified that this bond is one of the series of bonds 
mentioned and described in the mortgage or deed of trust herein re- 
ferred to. 

Trust Company^ as Trustee, 

By Secretary." 

The provisions for the delivery of the bonds after certification vary 
greatly. Sometimes all of the bonds are to be delivered to the issuing 
corporation at once upon the recording of the mortgage; often some of 
them are to be withheld to take care of underlying bonds, or, as in the 
case of a railroad construction mortgage, the bonds are to be delivered in 
installments as the work progresses. Occasionally the entire issue is to 
be held in the custody of tlie trustee until the completion of certain work, 
or the fulfillment of certain conditions. When any conditions are at- 
tached to the delivery of the bonds, the mortgage should be absolutely 
clear as to the conditions, and should specify the evidence to be required 
that such conditions have been fulfilled. The responsibility of the evi- 
dence is ordinarily put upon the issuing corporation, the trustee being 
liable only for the exercise of good faith. , 

After delivery of the bonds the trustee may be called upon to perform 
various duties, depending upon the terms of the mortgage and the char- 
acter of the property. If provision is made for the accumulation of a 
sinking fund, the trustee may have divers duties in that connection. The 
trustee's powers may include that of releasing portions of the property 
from the^lien of the mortgage. In the case of collateral trust bonds — 
which are practically long-time collateral notes — the mortgaged property 
consists of bonds and stocks, and the trustee may be called up to pass 
upon securities oil'ered in substitution. Outside of its regular duties as 
trustee, the trust company may perform various services as fiscal agent. 

The management of a sinking fund involves varying degrees of re- 
sponsibility. Often the funds received are to be used for the retirement 
of a certain number of the outstanding bonds each year, according to the 
provisions contained in the mortgage which secures the bonds. Some- 
times the particular bonds to be retired are selected by lot, and the 
result is advertised in the daily papers. Whether they are presented 
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for redemption or not, they cease to draw interest at the period adver- 
tised. The bonds thus redeemed are often not cancelled^ bat are held 
by the trustee under the mortgage^ and interest on them is added to the 
sinking fund for the further purchase of bonds. In the absence of 
provision for the retirement of bonds as above stated^ they are som^* 
times to be purchased in the open market from the sinking fund. Occa- 
sionally the sinking fund is to be invested in other securities^ either 
according to stipulated conditions or at the discretion of the trustee or 
the directors of the corporation. 

In case of default by the issuing corporation the trustee may find it 
necessary to foreclose the mortgage and sell the property. Not infre- 
quently various interests among the bondholders institute proceedings 
which of necessity involve the trustee Bnd add to its duties; and in any 
case the trustee is obligated^ within the limits which should be carefully 
laid down in the mortgage^ to protect the interests of all bondholders 
alike. If a receiver for the corporation is appointed^ and application 
made for the issue of receiver's certificates to be prior in lien to the bonds, 
the trustee for those bonds should, through its attorney, appear in court 
and look after the interests of the bondholders, either favoring or oppos- 
ing the issue of receivers* certificates as the welfare of the holders of 
the bonds may dictate. For all special services the trustee is of course 
entitled to reasonable compensation, the fees agreed upon at the start 
covering only the routine duties, of which the chief is the certification 
of the bonds. 

Regarding the liability incurred in the certification of bonds there 
are some differences of opinion, which concern chiefly the moral rather 
than the legal responsibility of the trustee. So far as the trustee is con- 
cerned the certification is intended for no more than the identification 
of the bonds as being the particular bonds referred to in the mortgage or 
deed of trust to which reference is made in said bonds. The trustee does 
not undertake to guarantee anything regarding the value of the property 
alleged to be behind the issue, regarding the title to the property, or 
regarding the regularity of issue, validity or priority of lien of the 
mortgage. It merely certifies that it has in its possession as trustee a 
mortgage issued by the corporation whose name appears therein, that the 
bond upon which its certificate appears is genuine, is one of the bonds re- 
ferred to in the mortgage, and that the number of such bonds certified 
by it is not greater than the number called for in the mortgage. In other 
words, the certificate intends only to identify the bonds and to prevent 
an overissue of them. 

Notwithstanding this very limited legal liability undertaken by the 
trustee, the company which accepts such trusts without a reasonably care- 
ful investigation runs the risk of having its reputation, and incidentally 
its business, seriously injured; and most companies recognize that their 
moral responsibility to the public requires care lest their names be al- 
lowed to appear in any connection with enterprises regarding the legit- 
imacy and good faith of which there appears to be any question. There 



Digitized by 



Google 



DUTIES AND LIABILITIES OF TRUST COMPANIES. 438 

is of course no obligation on the part of the trustee to feel assured that 
the enterprise will be successful; that is a risk which the investor must 
take for himself, and besides, it may well be that enterprises which do 
not look promising to the trustee may meet with great success and be 
exceedingly profitable to the investors. But if an undertaking proves to 
have been from its very inception a "fake/' the trust company whose name 
appears upon the bonds as trustee is very certain to suffer in public esti- 
mation, no matter how innocent of wrong intention it may have been. 

The degree of care exercised and the particular matters investigated 
before accepting an appointment of this kind of course vary with dif- 
ferent companies. Some do no more than satisfy themselves that the 
undertaking is legitimate and that the men behind it are acting in good 
faith. They argue that for the meagre compensation received they can 
afford to do no more, that they are living up to the full measure of their 
contract; and further, that their doing more would tend to mislead the 
public. Those who go to the other extreme take pains to verify the cor- 
rectness of everything leading up to the bond issue, though not admitting 
legal responsibility for such verification. ' They satisfy themselves that 
the issuing corporation actually owns property which may be mortgaged 
(but do not attempt to pass upon the value of such property) ; that the 
title to the property is good; that the company has been properly incor- 
porated and that its acts leading up to the bond issue have been legal; 
that the mortgage is properly drawn, contains no glaring faults and actu- 
ally covers the property which it purports to mortgage. If it is stated in 
the bonds that the mortgage is a first mortgage, they take pains to ascer* 
tain that such is the fact. An instance of extreme care in this matter 
is found in the following list of papers required, prepared by Frederick 
Vierling, Trust Officer of The Mississippi Valley Trust Co., St. Louis, 
for the guidance of his company: 

"List of papers to be furnished Trustee in re Bonds to be issued; 
all papers to be certified under seal of Company. Copies of official docu- 
ments need not be certified by State officials, if Company certifies under 
seal that same are true copies of official documents and certificates 
thereto. 

1. Articles of Association. 

2. Certificate of Incorporation. 

8. All amendments to either of above, and minutes and documents 
in re changes of capital stock, or, if there have been no amendments, 
certificate to that effect. 

4. By-laws of Company. 

5. Minutes of stockholders electing present directors, with all ex- 
hibits. Attach certified list of stockholders with number of shares each. 

6. Minutes of directors electing present officers, with all' exhibits. 

7. Certificate containing specimen signatures of officers who will 
sign mortgage, bonds and coupons. 

28 
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8. Minutes of stockholders authorizing mortgage, bonds and coupons, 
with all exhibits. 

9. Minutes of directors approving action of stockholders in author- 
izing mortgage and bonds, with all exhibits attached. 

10. Opinion of attorney of Company as to its legal incorporation 
and existence and that proceedings authorizing mortgage, etc., were duly 
had according to law, also that form of mortgage, bonds and coupons 
are valid in form and when duly executed will be legal and binding 
obligations of Company. 

11. Certificate of title of regular abstractors showing that mortgage 
has been duly filed for record and is first lien on all property; or in lieu, 
an abstract of title with opinion of attorney based thereon to like 
effect. 

12. Affidavit of President and two Directors of Company showing^ 
that property mortgaged at fair and reasonable value is at least as 
much as amount of bonds forthwith to be issued. 

13. General inventory of ' tangible and intangible property, each 
separate. 

14. Financial statement of Company, showing assets and liabilities. 
Also, statement of earnings and expenses per year for past five years. 

15. Agreement of Company at least annually on demand of trustee 
hereafter to send statement as in No. 14 and to furnish additional 
inventories, as in No. 13 on demand of trustee. 

16. If principal owners of Company are not known to trustee, let- 
ters from responsible persons who are known, identifying owners. 

17. Letter from banker of Company as to its reputation for financial 
responsibility, etc. 

18. Certificate showing fact that each bond signed by officers of com- 
pany and the seal attached is signed in genuine handwriting of officers 
purporting to have signed same and that seal affixed is the corporate seal 
of the companj'. 

19. Copies of all existing franchises of company with certificate 
showing that all payments thereunder required have been made and that 
ether conditions thereby required of company to be kept have been per- 
formed. 

20. If mortgage has no specific provisions for delivery of bonds by 
trustee after authentication, resolution of directors authorizing certain 
officer or officers of company to receive bonds with specified coupons 
and give proper receipt. 

21. Copy of underlying mortgages with certificates as to outstand- 
ing bonds issued thereunder." 

Between the extremes there are companies which assume varying 
degrees of moral responsibility. Those who incline to put considerable 
stress upon the matter of the moral responsibility point to the fact that, 
however unjustified it may be in so doing, the public does actually attach 
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a great deal of importance to the trustee's certificate^ and that the certifi- 
cate of a reputable trustee is a prerequisite to the satisfactory financing 
of a bond issue. It is a frequent occurrence for the bond seller to clinch 
his argument with the statement that the Blank Trust Company, a rep- 
utable concern, is trustee for the issue. Some companies, in their adver- 
tisements for this kind of business, point to the advantages^ other than 
the identification of the bonds, gained by their trusteeship. For exam- 
ple, a large Eastern company says in a circular, "It adds very largely to 
the value of bonds issued by any corporation, that the proposed pur- 
chaser knows that the trustee named in the mortgage, which secures the 
payment of the bond he intends to buy, is a responsible corporation, 
which before assuming to act has through its counsel investigated the 
forms of the bond and mortgage and determined the validity of the pro- 
ceedings of the corporation which issued them. This relieves him from 
the necessity and expense of making such an investigation himself, and 
he is only obliged to determine in regard to the business value of the 
security itself." 

While opinions difi'er greatly, as already stated, the tendency appears 
to be towards greater care in accepting appointments as trustee under 
a bond issue. "In recent years the trust companies have shown a tend- 
ency, when acting as mortgage trustees, to recognize a greater moral 
responsibility than they at first were willing to bear. * * * A trust 
company which should now allow the issue of unsecured bonds because 
of some glaring defect in the language of the mortgage, would no longer 
be morally excused by financial opinion, though perhaps held technically 
innocent,"®® 

It would seem to be to the interest of all concerned that the trustee's 
compensation be made large enough to enable it, not to guarantee the 
validity of the mortgage, but to be responsible for ordinary care in ascer- 
taining that the mortgage has been regularly issued by a properly incor- 
porated company, is a lien on property to which that company holds 
clear title, and contains reasonable provisions for the protection of bond- 
holders — in short, perform for the bondholders the services w^hich the 
careful investor might expect of his lawyer, leaving to the bondholders 
the risk as to the business success of the undertaking, together, of course, 
with the risk of legal defects in the instruments which ordinary care on 
the part of the trustee has not detected. Such a course would not only be 
a protection to the investor, but would add more than its cost to the value 
of the bonds, and would compensate the trustee for the taking of a moral 
risk for which under present conditions it certainly is not paid, but the 
taking of which many think it cannot wholly avoid.°° 



89 Thomas L. Greene, "Corporation Finance," pp. 59, 60. 

90 For detailed discussions of this subject, see 

Proceedings Trust Company Section 1896-1903, pp. 17-25, Paper by Francis S. 
Bangs; pp. 44-46, Paper by William A. Carr; pp. 221-227, Paper by Andrew Squire. 

Proceedings Trust Company Section 1904 pp. 73-88, passim. Discussion of topic 
"Fees for Trust Company Work." 
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The Payment op Coupons, 

As agent for the payment of coupons, either in connection with a bond 
trusteeship or independently thereof, the trust company receives in ad- 
vance a remittance equal to the total amount of the coupons due and 
payable at the next interest period. At and after maturity it pays the 
coupons as presented, preferably by check, though they are paid in cash 
when necessary. 

Although coupons are payable to bearer, record is made of the names 
of the persons who present them at the counter, and of the names of the 
banks who present them through the clearing-house. Separate accounts 
are kept of the coupons of each interest period, and a record is kept of 
the' numbers of the bonds from which the coupons are cut. The paid 
coupons are cancelled by the punching of holes in them, and are filed 
away by bond numbers. At stated intervals — sometimes once a month — 
these cancelled coupons are returned to the issuing corporation, which 
receipts for them. Statements of the accounts are sent at suitable inter- 
vals. Often the coupons are payable at the office of the trustee of the 
bond issue and also at the office of a fiscal agency in New York, Chicago 
or other large center. Ordinarily the duties and liabilities are clearly 
defined, but the default of the issuing corporation may involve the trus- 
tee in perplexing problems. One of these, which is as yet not fully de- 
cided by the courts, is whether funds remitted for the payment of cou- 
pons are to be considered a trust fund for the coupon holders, or as a 
part of the general assets of the corporation. The question does not, 
of course, affect coupon funds derived from particular sources whose 
revenues have been set aside for the payment of coupons. Other prob- 
lems which may arise are the question of priority between coupons and 
principal when a mortgage is foreclosed, the question as to whether de- 
faulted coupons should bear interest, and the question of missing coupons 
when the corporation wishes to have the mortgage discharged. 

The work of paying interest on registered bonds differs from that of 
paying coupons chiefly in that the interest is remitted to the security 
holders instead of being held subject to their call. The fiscal agent is 
supplied with the necessary funds, and, unless it is itself the registrar of 
the bonds, with a list of the registered bondholders, their holdings and 
addresses. A check for the amount of his interest is mailed to each reg- 
istered bondholder. 

Trust companies act in a number of other capacities as fiscal agent 
for corporations, either receiving or disbursing funds, or both. The 
exact duties involved are of course as varied as the kinds of agency, but 
are usually pretty well defined by the contracts; while the liabilities are 
determined by the ordinary laws of agency. 



Proceedings Trust Company Section 1905, pp. 7-9. Report of Executive Com- 
mittee. 

"Trust Companies" magrazlne, Vol. I, pp. 279-282, article by William J. Field, 

"Trust Companies" magazine. Vol. II, pp. 634-635. article by John H. Connellan. 

The "Banking Law Journal," Vol. XXI, p. 841, Decision New York Supreme 
Court. 
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Escrows. 

In its simplest and most common form an escrow is a deed placed by 
the grantor in the hands of a third party^ to be delivered to the grantee 
upon the fulfillment by the latter of certain specified conditions. Instru- 
ments other than deeds may be placed in escrow; as, for example, a mort- 
gage or a note, but it must be an obligatory instrument or an instrument 
under seal. In addition to escrows in the strict legal sense, however, 
trust companies are often made depositaries of various things of value 
which are to be held for delivery imder conditions such that they may be 
considered informal kinds of escrows. 

To be strictly an escrow the delivery of the instrument by the grantor 
to the third party must be absolute, beyond power of recall, and its deliv- 
ery to the grantee conditioned only upon the performance by him of his 
part of the contract. Having performed the conditions, the grantee may 
if necessary compel the delivery of the instrument; and the death of either 
party will not void the contract or prevent delivery. In fact, it is held 
that an escrow, upon performance of the conditions, becomes an absolute 
conveyance or grant even if the instrument itself is not delivered by the 
holder. Hence if A leaves with a trust company a deed with instruc- 
tions that it is to be held and later to be turned over to B upon A's order, 
the instrument is not an escrow, for its delivery is not dependent upon 
conditions to be fulfilled by B, and the company is not acting as the 
holder of an escrow, but merely as the agent of A. 

The duty of the holder of an escrow is to deliver the instrument to 
the grantee upon his performance of his part of the contract, or to 
withhold the instrument if the contract be not fulfilled ; the one obligation 
being as important as the other. The holder's liability is measured by 
the degree of his faithfulness to such duty. If he wrongfully deliver 
the instrument when the conditions are unfulfilled, he may be liable to 
the grantor; while upon fulfillment of the conditions, the grantee may 
compel delivery. It is evident, therefore, that a trust company in under- 
taking the holding of an escrow should be sure that the contract is clear 
and definite and is thoroughly understood by both parties. While an oral 
contract may in some cases be legal, the only safe rule is to have the con- 
tract in writing and signed by both parties. Particular care should be 
taken by thf trust company to avoid accepting an escrow whose condi- 
tions are so vague that question may arise as to whether they have been 
fulfilled, putting the holder in the position of an arbiter of a question 
whose decision might be a matter of doubt. The holder might then find 
himself in a very unenviable position, liable to prosecution by either 
party; or, if not legally liable, at least incurring the ill-will of one or 
both of the parties. 

Depositary Under Plans of Reorganization. 

A common function of trust companies, especially in the larger cities, 
is that of acting as depositary of securities when a corporation is to be 
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reorganized or when two or more corporations are to be consolidated — the 
procedure being practically the same in the two cases. Here the depos- 
itary is practically the holder of escrows. In the case of a reorganiza- 
tion^ the reorganization committee details in writing the plan proposed^ 
and the security holder, by the act of depositing his securities, enters 
into the contract. Upon receipt of the securities the depositary issues 
temporary receipts, which are later replaced by engraved and negotiable 
certificates of deposit, after the depositary has had time to examine the 
securities to make sure that they are genuine and are "good deliveries." 
The exact wording of the certificates varies according to the conditions, 
but there is an exact description of the documents deposited, a reference 
to the agreement under which the deposit is made, a statement that the 
depositor assents to the agreement and that the depositary holds the 
securities subject to the provisions of such agreement. Each lot of securi- 
ties as deposited is given an accession number corresponding to the num- 
ber of the temporary receipt, and is filed away to await the progress of 
the reorganization. Whenever assessments are to be paid by or distri- 
butions are to be made to the depositors, the certificates are presented and 
.endorsements of the transactions are made thereon. After the reorgan- 
ization is complete and the new securities are engraved and ready for 
delivery, the depositors bring in their certificates of deposit and receive 
their proper share of the new securities. 

Executor or Administrator. 

The duties and liabilities of a trust company as the executor or the 
administrator of an estate do not differ in any wise from those of 
an individual acting in like capacity, and are quite definitely fixed 
by law. The employment of the trust company for such services is 
steadily increasing, and will increase more rapidly as the public be- 
comes educated to the very superior qualifications of the trust company 
for this work. 

An executor is a person or* corporation appointed by the wiU of a 
decedent to carry out the provisions of such will; and his duties are 
in general to secure and preserve the assets of the decedent, to protect 
and pay creditors and to distribute the balance of the property as the 
will provides or the law dictates. The office is a sacred one, the executor 
standing as the reprf^sentative of the deceased and the agent of the liv- 
ing — ^the creditors and the heirs. There is a personal element in the 
office which even a corporation cannot and ought not to overlook. 

Appointments of trust companies as executors come most often frpm 
among those who have during their lives been customers in one or more 
of the departments, though others often make such appointments. The 
services of the company's attorney are usually offered without charge 
for the drawing of wills in which the company is named as executor, and 
the company talvcs charge of such wills also without charge. Upon the 
death of the testator, the first step is the probating of the will. The 
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court appointed by law to receive wills and have jurisdiction over the 
estates of the deceased is known in various states as the Probate Court, 
the Surrogate's Court and the Orphan's Court. After the probating of 
the will, the executor named therein qualifies before the court according 
to the state laws^ and receives from the court letters testamentary^ au- 
thorizing him to proceed with his duties. Then follow the gathering 
together of the assets, the filing of an inventory^ the advertising for 
claims against the estate. The allowances of the widow or widower and 
the minor children^ if any, are set aside: and if the estate is solvent, and 
funds are in hand, the preferred claims, such as expenses incurred dur- 
ing the decedent's last illness, funeral expenses, taxes, etc., arc paid. The 
claims of other creditors arc examined, and those which are allowed may 
be paid at once or deferred as circumstances dictate; but the executor is 
of course not protected in paying them unless the estate is evidently sol- 
vent. If the estate appears insolvent, the fact is reported to the court, 
and notice of the probable insolvency is published. A part at least of 
the persona] property is usually to be converted into cash as soon as expe- 
dient. Ileal property may not ordinarily be sold unless the will express- 
ly 80 provides or such sale is necessary to pay debts; and in the latter 
case an order of court is obtained. The executor renders statements to 
the court as circumstances or the law may require. When his work is 
practically complete with the exception of the final distribution of the 
property, a statement is rendered and an order from the court is obtained 
for the distribution of the balance in the hands of the executor. The 
latter then makes the distribution, files a final account and is discharged. 

The procedure is practically the same in all the states, the differences 
being chiefly in matters of detail. Sometimes the trust company is one 
of two or more co-executors, the family lawyer often acting with the 
company. In such case the trust company usually keeps the accounts 
and is custodian of the securities, the duties of the other co-executors be- 
ing chiefly advisory. The trust officer in charge of this work should be 
well versed in the law of administration, and often special legal advice 
is needed. Careful judgment is called for in many cases, and the skill 
of experienced trust companies has often saved large amounts for estates 
that were threatened with insolvency. Often where debts are pressing 
the company may make temporary advances of money, thus preserving 
the property*. The passing upoi^ claims is a task requiring judgment 
and a knowledge of the law. Care should be taken not to pay claims 
barred by the statute of limitations. All records and reports should be 
full and accurate and one point of the trust company's superiority for 
«uch work lies in its ability to attend to these matters with skill and care. 
Getting possession of the assets is sometimes a matter requiring tact 
and industry. 

The duties of the administrator are very similar to those of the ex- 
ecutor. The executor is appointed by the testator and his duties are 
usually detailed in the will. The administrator's appointment comes from 
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the courts and his duties are detailed in the laws of the state, except in 
the case of an administrator with the wjjl annexed. As in the case of 
the executor, he is charged with the doty "of gathering the assets, paying 
the debts and distributing the property. His distribution may be deter- 
mined by the laws of descent instead of by the provisions of a will. The 
administrator is rarely charged with the sale of real property, and may 
not make such sale except on order of the court. An administrator i» 
appointed when the deceased has made no will^ or has made a will and 
appointed no executor, or when an executor has failed to qualify, re- 
fused to act, or died. 

Trustee. 

The trust company which is named as executor of a will is also often 
made trustee under the will; and in such case after its discharge a» 
executor it continues the management of specified property in the ca- 
pacity of triLstee. Trusteeships under wills are also frequently re- 
ceived independently of executorships. The most common purposes 
leading to the creation of such trusteeships are the keeping all or part 
of the estate intact for the benefit of heirs and the endowment of some 
charitable or educational enterprise. The law limits the duration of 
trusts for the benefit of persons to tlic life of two persons in being and 
twenty-one years thereafter; but trusts for charitable purposes may be 
in perpetuity. 

The duty of the trustee involves the entire management of the prop- 
erty entrusted to his care. The title is vested in him, and his first step 
is to obtain possession. He is held to diligence, intelligence and good 
faith in the exercise of his powers, and is responsible for failure to do 
things necessary to the good of the estate as well as for the doing of 
illegal or unauthorized acts. He must invest idle funds within a reason- 
able time and exercise care to make the income of the estate as large as- 
is consistent with the entire safety of the principal. He is under obli- 
gation to examine the investments held by the estate when he assumes- 
control, to see that they are safe and reasonably productive; and to dis- 
pose of any that appear unsafe or that are declining in value, as soon 
as may be expedient, but not so hastily as to cause loss thereby. He 
must, in short, do and refrain from doing things which a prudent man 
would do or refrain from doing with his own estate; save that he may 
not take the risks which even a prudent man might take ynth his own 
property, and he must follow to the letter any specific and lawful instruc- 
tions contained in the will. In matters not covered by directions in the 
will, he is bound to know and to follow the provisions of the specific or 
general laws relating to his duties and limitations. The routine dutie» 
of the office ordinarily include the preservation and if possible the in- 
crease of the estate, the investment of funds, the collection and dis- 
bursement of income, and at the termination of the trust the final dis- 
tribution of the estate according to the terms of. the will. 
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Trusteeships under special agreement^ taking effect during the grant- 
or's lifc^ may be undertaken for the same purposes for which testa- 
mentary trusts may be created — for any lawful purpose — and may be of 
the same duration. In case the trust becomes in force at once^ the 
grantor may reserve the right to general oversight of the management 
of the property and the power to alter or revoke the trust instrument 
during his or her life, or the trust may be irrevocable. Trusts of this 
kind are created to establish a fund for charitable purposes^ to provide 
for support of incompetent individuals or of individuals who do not wish 
to manage their own business affairs. Sometimes the trust is created by 
the grantor for his own benefit, to avoid care and responsibility. The 
variety of trusts of this character is increasing as the adaptability of the 
trust company to their handling becomes better understood. A plan 
that is growing in favor is that of appointing a trust company as trustee 
of the proceeds of life insurance policies. By this means the' insured 
is enabled to direct the disposition of such funds after his death as he 
wishes^ and at the same time place the funds in the hands of a company 
amply able to manage them in a business-like manner. The company col- 
lects and invests the proceeds of the policy or policies, and pays to the 
beneficiaries the income; or if the amount is not sufficient to provide the 
income needed for support of the beneficiaries, arrangement may be made 
for the payment of an annuity for a certain number of years, using the 
income and gradually reducing the principal. In order to keep the re- 
maining part of the fund always invested, the trust may be given partici- 
pation in a mortgage or group of mortgages. In the creation of such a 
trust, the trust company is named in the policy as beneficiary in trust 
for whomsoever the grantor may wish, and at the same time there is 
executed a deed of trust vesting title in the trustee and directing the use 
of the funds. 

Another form of trust made possible by the development of the trust 
company is the accumulation of a fund for the purchase or building or 
maintenance of a home for the wife or children or other beneficiaries of 
the donor. 

In a similar way, churches and educational or charitable institutions 
may choose a trust company as trustee for the accumulation and invest- 
ment of an endowment or building fund, thereby being relieved of the 
care of the moneys and being assured of speedy and safe investment 
thereof. The trust company is able to invest the funds in small and odd 
amounts, interest included, by means of participations in mortgages or 
other securities. 

The instrrunent creating a trusteeship by agreement specifies in detail 
the duties of the trustee, which may be much the same as those of a 
testamentary trustee. 

Guardian^ Conservator, Etc. 

As guardian of the estates of minors, or conservator, committee or 
curator of the estates of the incompetent, the duties are similar to those 
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of testamentary trustee^ though in many states the provisions of law, 
especially as to investments, are more stringent. In general, the guardian 
or conservator is obligated to preserve the property, to keep it on a safe 
income-producing basis, to use the income discreetly for the benefit of the 
ward, and at the termination of the trust to turn over the balance on 
hand. The guardianship of a minor is terminated when the ward be- 
comes of age; that of a person of unsound mind terminates at death, or 
may be tei-minated if the ward regains his reason. The duties require 
an intimate knowledge of the needs of the ward as to living expenses, 
education, etc. Guardianship by trust companies is in most states limited 
to the estate, but in a few states may be either of the person or of the 
estate or of both. When of the person, the duties involve close personal 
supervision of the ward, as in the case of an individual acting as guar- 
dian. The guardian or conservator is under the jurisdiction of the court, 
and as in the case of the testamentary trustee makes frequent state- 
ments to the court. 

The Investment of Trust Funds. 

The investment of the funds held in trust in various fiduciary capaci- 
ties is a matter requiring intelligent judgment. In most states the laws 
on the subject are quite fully developed both as to the investments au- 
thorized and those forbidden, and the first duty of the trust company 
undertaking such work is to thoroughly inform itself as to the laws of 
the state or states which govern in the case of each of its trusts. The 
executor and the administrator are not, as a rule, called upon to invest 
funds, their duties being rather to convert personal property into cash. 
Yet there are instances in which the court may authorize them to invest 
idle funds. On the other hand, trustees, guardians and conservators 
often find the investment of funds one of their principal duties. 

The general principles governing such investments are well estab- 
lished. The fiduciary is plainly under the duty of making the estate 
produce an income, of keeping the funds invested and not allowing them 
to remain for an unreasonable length of time merely on deposit, even 
if drawing interest. Yet the security of the principal must be the first 
•consideration, and the amount of income second. In most states the 
fiduciary may not take risks in the matter of investments that even a 
prudent man might take with his own money. Unless specific authority 
is given in the instrument creating the trust, the funds may not be in- 
vested in personal securities, in manufacturing concerns, in trade or 
business, or in speculation. Investments may not be made in unimproved 
real estate so as to tie up the funds for long periods. Any specific in- 
structions as to investments in the will or other instrument creating the 
trust must be followed. The fiduciary may not derive profit from the 
investment of the trust funds. 

In many states the classes of investments permitted are specified by 
the laws; and in such states the laws must of course be strictly fol- 
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lowed. In some states only general principles are laid down^ while in 
several the matter is left to the discretion of the trustee. But in any 
•case the investments are subject to the approval of the court; and the 
trustee may be compelled to make good the loss and pay interest if in- 
vestments have been made which the court cannot approve. In determin- 
ing what securities the court will approve, where the classes of invest- 
ments are not specified in the laws, the fiduciary may often be guided by 
the classes of investments permitted for savings banks. It sometimes 
happens that classes of investments are specified for guardians, but not 
for trustees; in which case the latter may be guided by the rules laid 
down for the former. It is usually possible, and in the case of guardians 
•often obligatory, to obtain an order of court authorizing certain invest- 
ments. The most common forms of investments authorized are United 
States, state and city bonds and first mortgages on productive real estate, 
and where there is doubt these may be relied upon. The field is gradu- 
4dly widening, however, and some states specifically authorize other forms 
•of investments, including loans on collateral, land, bank stocks and rail- 
road bonds and stocks. 

A fundamental principle is that investments of trust funds must not 
ibe mingled with the assets of the company, and the investments belong- 
ing to each trust must be kept separate, so that the owner may be readily 
identified. The fiduciary is, of course, responsible for the safe-keeping 
•of the securities. It is common to allow access to trust securities only 
to two officers of the company jointly, and removal of such securities 
from the vault only upon written requisition duly signed. 

The troublesome problem of the investment of odd amounts and of 
amounts too small to permit of the purchase of a bond or a mortgage is 
being solved satisfactorily by giving the estate a participation in a mort- 
gage or in a group of securities. By this means any amount that an 
-estate may have in hand may be made to produce an income without 
great delay. 

When securities are purchased at a premium over their face value, the 
interesting question arises whether the present beneficiary is entitled to 
the full income, or whether a portion of the income must be reserved as 
41 sinking fund, so that at maturity of the security the principal will be 
intact. The question is o£ great importance where there is a life tenant 
to whom the income is to be paid, the principal at the death of the life 
tenant to go to another party. The question is sometimes settled in ad- 
vance by the provisions of the instrument under which the fiduciary acts; 
i)ut when it is not so settled, the safer plan is to withhold enough of the 
income to keep the principal intact 
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CHAPTER XFIL 

TRUST COMPANIES OUTSIDE OF THE UNITED STATES. 

THE trust company has attained its greatest development^ by far^ in 
the United States^ and in the form in which it exists here may with 
propriety be looked upon as peculiarly an American institution. 
The germ of the trust company idea, however, has not been altogether 
lacking in other parts of the world ; and Australia has developed corpora- 
tions which udhere strictly to the original and distinctive function of the 
trust company — fiduciary business. 

As far back as the beginning of the nineteenth century, the idea of 
providing corporate agencies for the transaction of business as trustee 
and agent was put into practice in India by the "Agency Houses.*^ 
"These were concerns organized to transact business for trustees or indi- 
viduals, to receive moneys on deposit, and to administer estates;" and a. 
knowledge of their operations inspired the undertaking of this class of 
business, as early as 1836, by one of the earliest of American trust com- 
panies.^* 

During their second occupation of Cape Colony, South Africa, at the 
beginning of the nineteenth century, it appears that the Dutch estab- 
lished public corporations for the management of the estates of deceased 
persons; an idea which the English adopted, after their reoccupation of 
the Cape, (xy the establishment of their first "Trustee and Executor Com- 
pany" in 18S2. This company had a capital of £29^4-00, divided into 
168 shares of £17^ each. "It combined a purely trust business with a 
form of banking, and apparently had power to allow interest on trust 
funds, and to trade with them.®- There are now four trust companies, 
in Johannesburg, South Africa, two of which also do a life insurance 
business, like the early trust companies of the United States.*'* 

The Australian Trustee Company. 

Trust companies, as corporations for the transaction of trustee busi- 
ness, pure and simple, are well established in Australia, and their business 
is steadily growing. They appear to have been uninfluenced by the trust 
companies of the United States, partaking of none of the characteristics 
of the "financial department store," but adhering to one general line 
of business. 

The records of the first of these companies — The Trustees, Executors 
and Agency Co., Ltd., of Melbourne — show that its organization was 



91 Sketch of The Pennsylvania Company for Insurance on Lives and Qrantlng 
Annuities, Philadelphia, pp. 32-86. 

92 The Afire, Melbourne, Australia, January 21, 1907. See also "Dalgrety's Review," ' 
Melbourne, August, 1906. 

93 Ernest Heaton: The Trust Company Idea and Its Development, p. 34. 
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inspired by a knowledge of the success of the trustee and executor com- 
panies of South Africa. It was established in 1878^ making progress 
rather slowly for the first few years^ during which it had practically no 
•competition. About 1885 the public began to awaken to the value of 
-such institutions, and between that date and 1893 thirteen more companies 
were organized in various parts of the Commonwealth, all of which are 
-still in existence, making a total of fourteen companies now doing busi- 
ness in Australia. Of these, seven are located in Victoria, two each in 
New South Wales and Tasmania, and one each in Queensland, South 
Australia and .West Australia. The table presented herewith, taken from 
the Year Book of Australia for 1907^ gives a list of these companies, 
with the latest available statistics. The amounts of the estates which are 
rheld under administration is published by only seven of the companies, 
the total for the seven being £21,429,246. The Year Book estimates the 
total for the other companies at from £8,000,000 to £10,000,000, mak- 
ing a probable total of estates held for administration by all the trustee 
companies of Australia of about £80,000,000. As will be seen from the 
table, the dividends ranged from 4^ per cent, to 1 1 per cent. — averaging 
over 8 per cent. — ^while in some cases the excess of the net earnings over 
the amounts of the dividends permitted substantial additions to the 
"'reserve funds'* and undivided profits. 

The statistics given in the table reflect the different character of the 
Australian trustee company as compared with the American trust com- 
pany in one important particxilar — there are no deposits. The Australian 
trustee company does not receive deposits, and does neither a commer- 
cial nor a savings banking business. Nor does it exercise any of the other 
auxiliary powers common to trust companies in the United States, except 
that in a few cases safe deposit vaults are maintained, which are found 
unprofitable because the banks do such business free of charge. As will 
he seen below, the functions of these companies are practically limited to 
those exercised by the probate division of the trust department of the 
American trust company. 

The fourteen companies are chartered and their powers and limita- 
tions are defined in every case by private act; but in Victoria there is 
•also some general legislation designed to regulate the business. The acts 
are all essentially the same, and their general character may be seen 
from an outline of the act conferring powers upon the original company 
— The Trustees, Executors and Agency Company, Limited, of Melbourne, 
which is also the largest Australian trustee company, and probably the 
largest company in the world carrying on exclusively the administration 
of estates. It has a paid-up capital of £90,000, reserve fund and undi- 
vided profits of £26,826, and the amount at credit of estates, trusts and 
•clients on December 81, 1906, was £8,754,551. 

The act conferring powers upon this company starts with a preamble 
setting forth that, "Whereas, from the uncertainty of human life and from 
other causes great difficulty often arises in securing the services of suit- 
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able persons for the office of trustee^ executor and other similar offices;, 
and whereas^ in order to secure the more certain discharge of the duties 
of such offices a company has been formed and incorporated/' etc. 

The powers granted in this and succeeding acts or by the general 
statutes of Victoria are (as stated in the company's circxilar) to act a» 
executor under wills alone or jointly^ as administrator in intestate es- 
tates^ as administrator with the will annexed^ as trustee under marriage 
and other settlements^ as trustee in cases of settlement of property for 
the benefit of women and children^ as temporary executor^ administrator 
or trustee, as receiver and committee of estates under the Lunacy Statute^ 
as agent for absentees or others, as guarantor or surety for the proper 
administrator of estates; to take over existing trusts from individual trus- 
tees, to collect income, invest funds, manage or realize estates and per- 
form general agency business, and to invest its own funds on clearly 
defined lines. To the powers specifically granted the company is strictly 
held by the Trustee Companies Act of 1890, which says (section S85) 
that a trustee company "Shall not engage in, carry on or be concerned in 
any business trade venture or undertaking of any kind whatsoever other 
than such as is expressly authorized by the special act or acts relating 
to such trustee company, and other than general agency business, and 
other than the deposit of its own funds with a company or person carry- 
ing on the business of a bank of deposit, and other than the investment of 
such funds in the stock debentures or marketable securities of any Gov- 
ernment corporation or company or on mortgage of real property or 
Crown leasehold. Provided, that any such company may guarantee the 
safety of the principal and the regular payment of the interest of trust 
funds committed to its management as executor, administrator or trustee, 
and provided that any such company may give or enter into any bond 
or guarantee for the purpose of enabling any person or persons to obtain 
administration of the estate of any deceased person or persons in any 
case where such estate shall be placed under the management or control 
of such company by the administrator." The section closes with these 
words: "Any director, member (stockholder) or officer* of a trustee com- 
pany who is shown to be concerned in or a party to any wilful breach of 
the provisions of this section shall be guilty of a misdemeanor." 

The special act provides that .£10,000 of the capital of the company 
shall be invested in debentures or inscribed stock of the colony, to stand 
in the name of the Treasurer of the colony in trust for said company, but 
transferable only upon the joint consent of the Treasurer of the Colony 
and the said company, or upon the order of the Supreme Court or of a 
judge of said Court This fund, together with the balance of the cap- 
ital, "both paid and unpaid," and the other assets of the company, stand 
in lieu of special bonds in cases of administration. The amount of this 
deposit for the other companies varies from £5,000 to £20,000, accord- 
ing to the size of the company. The stockholders are subject to double 
liability. 
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The act provides for careful supervision and holds the company and 
its officials to strict accountability. It is "subject in all respects to the 
fame control and liable to removal as private individuals" acting in sim- 
ilar capacities. Any person legally interested in an estate under the 
company's administration may through, the Supreme Court compel an 
accounting. The Treasurer of Victoria may likewise compel the render- 
ing of an account. The Supreme Court may at any time require an 
audit of any estate in the hands of the company^ by an auditor appointed 
by said court. The following provision, similar to that already quoted 
from the general statutes, is significant: In every case where the company 
Acts as administrator, trustee, receiver or committee, "The managing di- 
rector, manager and directors shall be individually and collectively in 
their own proper persons responsible to the court, and shall in their own 
proper persons be liable by process of attachment commitment for jcon- 
tempt or by other process to all courts having jurisdiction in that behalf 
for the proper discharge of their duties and for obedience to the 
rules, orders and decrees of such courts in the same manner and to the 
liame extent as if such managing director, manager and directors had 
personally obtained probate or letters of administration," etc. This does 
not, however, release the assets of the company from liability for pe- 
cuniary loss occasioned by imperfect or improper discharge or neglect 
of duty. 

Moneys remaining unclaimed for a period of five years by the person 
entitled to same are to be paid by the company to the Receiver of Rev- 
enue in Melbourne, and by him be placed in "The testamentary and trust 
fund," which is invested in Government debentures or stock. The com- 
pany is required to deliver to the Treasurer at the end of every six months 
a statement of all such unclaimed moneys; and for default in compliance 
with the provisions of this section is liable to a penalty not exceeding five 
pounds for every day while such default continues, "and every director 
and manager of the company who knowingly and wilfully authorizes or 
permits such default shall incur the like penalty." A similar penalty is 
imposed for failure to render the regular reports to the Government, 
which must be rendered according to a prescribed form on the first Mon- 
day in February and the first Monday in August every year. 

Considering the limitations placed upon the companies, the supervision 
maintained over them, and the penalties to which the companies them- 
selves and their officers individually are subject in case of violation of law, 
one is not surprised at the statement of a recent writer that "Not one of 
the fourteen trust companies has lost a single penny of its capital or of 
the money of its beneficiaries, or has ever been removed from trusteeship, 
or held liable for any neglect, wrong-doing, or breach of trust by any 
court in the Commonwealth during the whole time they have been in 
■existence." 

Reference to the table given above discloses the fact that in no case 
is the subscribed capital paid up, while m most cases the uncalled capital 
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far exceeds the paid up capital. The total subscribed capital is £3,253,- 
555, the paid up capital £404,422, leaving the uncalled capital £2,849r 
133. This is regarded as a very strong feature of the companies, the 
uncalled capital being looked upon as a great protection to the creditors. 
''It is almost unnecessary to point out that this (the uncalled capital) 
represents a very considerable security for the proper administration of 
estates, especially as the companies are generally very conservative with 
their share lists, refusing to accept as shareholders any who cannot sat- 
isfy them as to their financial soundness. There is generally a limit to 
the number of shares which may be held by each shareholder, this being 
2,000 in the case of the Perpetual, and there is with most of the compa- 
nies a provision that a large portion of the capital can only be called 
up in the event of liquidation, such portion being, therefore, practically 
•earmarked as security to the trusts.*** 

The scales of charges for services varies somewhat with the different 
companies. Those of The Trustees, Executors and Agency Co., Ltd., 
which fairly represent the average, are as follows: For acting as exec- 
utor, administrator, trustee under will, receiver and committee of estate 
under Lunacy Statute, 2^ per cent, on the capital value (gross) of the 
estate up to £50,000; 1^ per cent on the amount from £50,000 to £100,- 
000; 1 per cent, on the amount over £100,000; 2V^ per cent, on all 
income received; on transferred trusts, marriage and other settle- 
ments, not exceeding 5 per centum on income received, but charge sub- 
ject to arrangement. Charge on corpus (capital), as above, on distri- 
bution. 

The New Zealand Public Trust Office. 

There are two trustee companies in New Zealand — The Perpetual 
Trustees' Estate & Agency Co., of New Zealand, Ltd., and The Trustees. 
Executors' and Agency Co., of New Zealand^ Ltd., both located at Dune- 
din. They are small companies, having resources of about £28,000 
each. The administration of estates in the island is mainly in the hands 
of The Public Trust OfKce« which, though not a trust company, is con- 
sidered here because of its unique character and its evident interest 
to students of the trust company movement. 

The Public Trust Office, which is a department of the Government 
service, was constituted by "The Public Trust Office Act" of 1872, and 
its functions have been enlarged by succeeding acts. The office is admin- 
istered by an officer of the (xovemment, known as the Public Trustee. 
There is an advisory body, known as "The Public Trust Office Board," 
consisting of the Colonial Treasurer and two other members of the Min- 
istry, with four other officials, of whom three form a quorum. The con- 
sent of this board is necessary before the Public Trustee can accept any 
appointment. The Public Trustee is forbidden to accept any appointment 
jointly with any other person. 

94 C. E. Cowdery, of The Perpetual Trustee Co., Ltd.. Sydney, In "Trust Com- 
panies" magazine, Vol. n, p. 676. 
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Any person may appoint the Public Trustee a trustee, executor, ad- 
ministrator, guardian, committee, agent or attorney — subject, of course, 
to the consent of the Public Trustee — and the duties and rights of the 
latter are the same as if a private person had been appointed. Trustees 
may, with the consent of the court, appoint the Public Trustee sole trus- 
tee in their places, while executors and administrators are expressly au- 
thorized to appoint the Public Trustee sole executor or administrator. 
No vesting order is required, as all the property by virtue of the appoint- 
ment, and without any conveyance or assignment thereof, becomes vested 
in the Public Trustee. Any testator may deposit his will in the Public 
Trust Office. 

Upon the death intestate of any person domiciled or having property 
in New Zealand, the Public Trustee is entitled to administration as of 
right, and is not bound to g^ive notice to any person who but for this 
provision would be entitled to the grant, though power is reserved for 
the court to make a grant to such person if it sees fit. Where an intestate 
estate is under £250 the Public Trustee can administer without even 
getting a grant, and where any person dies testate, and application for 
a grant is not made within three months, the Public Trustee can apply 
for and obtain a grant of letters of administration, unless the executor 
can satisfy the court that the delay has been unavoidable or accidental. 
In the matter of procedure, special privileges are allowed to the Public 
Trustee. 

The provisions for the disposition of the funds are of peculiar inter- 
est. A testator or settler may direct special investments for his moneys, 
in which case the directions are followed, at the risk, of course, of the 
estate. All other capital moneys, however arising, and whether directed 
to be invested or not (unless expressly forbidden to be invested) become 
one common fund, and are invested in certain securities defined in the act. 
From the income on this common fund interest is paid to the several 
estates at a rate to be determined from time to time by the Governor in 
Council, and is credited quarterly. The rate to be allowed is limited to 
5 per cent, on amounts not exceeding £SflOO, and on larger amounts 
must not exceed 5 per cent, on the first £3,000 and 4 per cent, on the 
excess over £3fl00. The common fund is practically guaranteed by the 
state; if the fimd is insufiicient to meet the lawful claims thereon, the 
Colonial Treasurer shall pay such sums out of the consolidated fund as 
may be necessary to meet such deficiency. 

"The charges for realization of any estate, whether of lunacy, intes- 
tacy, wills, or agency, are: Any sum up to £1,000, 5 per cent; on the 
next £3,000. S per cent.; on the next £6,000, 2 per cent.; on all over 
£10,000, lVl» per cent.; provided that with respect to cash or balances 
at the bank, or money received imder any policy of insurance, there shall 
be charged a percentage of only half the above." These are maximum 
charges, and may be and often are reduced under special circumstances. 
With regard to income, as soon as all the property has been realized and 
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the money has been transferred to the common fund of the office, the 
income is as a matter of practice paid to the beneficiaries free of all 
office commission^ though there is a provision for a charge not exceeding 5 
per cent, upon such income. The office pays expenses and makes a 
small profit. 

The office appears to be of the greatest benefit to the community in 
the handling of small intestate estates. By the Lunacy Act of 1882, the 
Public Trustee is authorized to undertake the administration of the 
estates of lunatics in every case where no committee may be appointed 
for the estate, and 90 per cent, of estates of lunatics in the asylums are 
administered by him. 

According to the New Zealand Year Book, the total value of the 
estates in the hands of the Public Trustee in 1903 was as follows: Wills 
and trusts, £1,279,743; intestate estates, £197,368; real estates, £7,585; 
lunatic estates, £170,585; native reserves, £375,000; West Coast settle- 
ment reserves, £65^,000; unclaimed lands, £21,504; making a total of 
£2,706,785. (The population of New Zealand is about 800,000.) 

Canadian Trust Companies. 

The Canadian trust companies, as to their powers and limitations, 
occupy a position between those of the Australian trustee company and 
the American trust company. While they differ somewhat among them- 
selves, none of them exercise the wide powers of the latter, and none are 
80 closely restricted as the trustee companies of Australia. Some of the 
charters under which the different companies act permit of rather wide 
powers; but in practice many of the powers have not been exercised, and 
the business of the companies is mainly confined to the duties of trustee, 
administrator, the management of estates and the investment of funds. 

They do not undertake a commercial banking business, nor do they 
as a rule take ordinary savings deposits, although three or four of them 
have in very recent years established savings departments, and one at 
least is advertising "banking by mail." Until within very recent years 
they have not undertaken to do corporate trust work, such as receiving 
and alloting subscriptions for stock, acting as transfer agents, etc.; but 
a few companies are now doing that class of work. A few of the com- 
panies are closely associated with loan companies, and trust and loan 
companies appear under the same headings in the Government reports — 
as is the case in several states of the Union. 

The number of separate companies now in existence is thirteen, their 
aggregate resources, including trust funds and estates, being in the 
neighborhood of eighty million dollars. Of these thirteen companies, 
the main offices of five are located in Toronto, of one in Halifax, of two 
in London, Ontario, of two in Montreal, of one in Vancouver and of 
two in Winnipeg. Seven of the companies maintain branches in other 
cities, the total nmnber of such branches being eighteen. Some of the 
companies maintain safe deposit departments. 
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Ontario and New Brunswick have general laws affecting trust com- 
panies^ but the laws are of incomplete character. The Ontario Trust 
Company Act (1897, Cap. 206) provides that the High Court may 
appoint a suitable person to investigate the affairs and management of 
a trust company^ and the Lieutenant-Governor may appoint an inspector 
to examine the affairs of such company and report on the security af- 
forded to those for whom its engagements are held. 

Applications for trust company charters may be referred by the 
Lieutenant-Governor to the High Court of Justice for an opinion as to 
the necessity for incorporation of the company , having regard to the 
business to be done and companies already incorporated and doing busi- 
nesS; and whether the public convenience and advantage would be pro- 
moted. If the opinion is unfavorable^ the application shall not be pro- 
ceeded with. 

The New Brunswick statute (1902, Cap. 106) authorizes the appoint- 
ment as trustee of a trust company which is approve^ by the Lieutenant- 
Governor. The company is subject to inspection at any time, and is re- 
quired to deposit with the Receiver-General such sum of money or amount 
of securities as he may deem sufficient as security for the proper per- 
formance of its trusts within the province. The statutes of both provinces 
prohibit trust companies from issuing debentures, and authorize them to 
receive as deposits the sinking funds of municipalities and corporations. 

Seven of the Canadian trust companies have been established since 
the year 1900; five were established during the nineties. The first trust 
company in the Dominion^ — The Toronto General Trusts Corporation, — 
which is also considerably the largest trust company there, began busi- 
ness in 1882, under a special charter granted by the Government of 
Ontario. On December 31, 1907, it reported total liabilities of $82,909r 
902.68, of which the principal items were Capital and "Reserve" (Sur- 
plus), $1,400,000; Trust, Guarantee and Agency Funds, $16,654,832; 
Trust Estates and Agencies, $14,785,702. The company confines itself 
chiefly to trustee business, though its charter grants wider powers. It 
does not receive deposits, nor underwrite securities. It transacts con- 
siderate business for the Government of the Provinces, invests court 
funds, and has control and management of lunatic estates in Ontario. 

Following is a list of the trust companies in Canada: — 

The Toronto General Trusts Corporation, Toronto. (Branches at 
Ottawa and Winnipeg.) 

The Imperial Trust Company of Canada, Toronto. 

The National Trust Company, Toronto. (Branches at Montreal, 
Winnipeg, Edmonton [Alberta], and Saskatoon [Sask].) 

The Trusts and Guarantee Company, Toronto. (Branch at Calgary, 
Alberta.) 

The Union Trust Company, Toronto. (Branches at Winnipeg, Ham- 
ilton [Ont.], Regina [Sask.], and London, England.) 

The Canada Trust Company, London. 
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The Eastern Trust Company^ Halifax. (Branch at St. John^ N. B.) 

The London and Western Trust Company, London. 

The Montreal Trust and Deposit Company^ Montreal. (Branch at 
Halifax.) 

The Royal Trust Company, Montreal. 

The British- American Trust Company, Vancouver. (Branches at 
Grand Forks, B. C, Victoria, B. C, Winnipeg; Agency at Spokane, 
Wash.) 

The Western Trust Company, Winnipeg. 

The Standard Trusts Company, Winnipeg. 

Other Countries. 

Outside of the United States, Australia and Canada there are no coun- 
tries in which the trust company has made enough progress to be con- 
sidered an established institution. Within the past ten years, however, 
beginnings have been made which indicate the probability that the trust 
company movement, in somewhat varying forms, will soon have a firm 
foothold in a number of foreign countries. 

Prior to its admission as a territory of the United States, the trust 
company had been established in Hawaii, and there are now four such 
corporations in the Islands, all located at Honolulu — The Hawaiian Trust 
Company, organized in 1898; The First American Savings and Trust 
Company; The Henry Waterhouse Trust Company and The Bishop 
Trust Company. The trust functions exercised by these companies include 
all the ordinary trust powers, and the right "To transact as agents any 
other business or undertaking, trust, mercantile or otherwise, which may 
be necessary, useful or convenient to the main purpose of the corpora- 
tion." They handle as general agents all kinds of insurance. They 
have not banking powers, the statute specifically prohibiting the transac- 
tion of both a general banking and a savings banking business. 

There are trust companies operating in Porto Rico, devoted specially 
to developing the resources of the island. An American company has 
been formed, with headquarters at Pittsburg, to operate in the Philippines. 

In Cuba a beginning was made by the establishment in January, 1906, 
of The Trust Company of Cuba, located at Havana. It has a paid-up 
capital of $500^000, and in June, 1907^ had surplus and undivided 
profits of $3 1,691 5 and deposits of $323,872. It is closely patterned after 
the trust companies of the United States, maintaining banking, savings, 
trust and real estate departments. The laws do not permit the company 
to act as executor, but an executor may appoint it to act for him. There 
is a considerable field for the company in the management of property 
owned by parties who reside in Spain, a large amount of property in 
Havana being so held. 

In Mexico there have been started several enterprises under the name 
of trust companies which were organized for speculative purposes by 
Americans, usually as branches of concerns in the United States, which 
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have gone out of existence. EfTort has been made to obtain general legis- 
lation providing for the organization of trust companies^ but thus far 
without success. The only existing trust company incorporated under the 
laws of the Republic of Mexico is The Mexican Trust Company (Com- 
pania Fideicomisaria Mexicana) of Mexico City^ which ha^li capital of 
$250,000 ($125,000 United States money) ^ and which includes in its 
directorate a number of prominent Mexicans. The powers conferred 
by its charter are exceedingly wide, including the right to do a banking 
business, to perform all the ordinary trust functions, "To promote the 
incorporation of all kinds of companies in the form it may deem fit, and 
to deal in their stocks; to buy and sell securities of all kinds; to buy and 
sell mines and to work them on its own account; * * * to hold, acquire, 
transfer or lease concessions granted by the National Government for the 
exploitation of all kinds of natural products as well as for those which 
have an industrial object; * * * and in general all such business as the 
company's board of directors may determine." Plans are on foot for 
the establishment of other companies, presumably along the same lines. 
In October, 1905, a company known as the Banco Fomento Indus- 
trial Americano was organized at Buenos Ay res, Argentine Republic, with 
an authorized capital of $5,000,000 — of which at last advices, however, 
only a small part was paid up. The company numbers among its di- 
rectors several of the prominent men of Buenos Ayres, which is a pro- 
gressive city of over 1,100,000 people. It has as its avowed object "The 
development and enlargement of the established industries in the country 
or out of it and the introduction of new ones that it is thought advisable 
and opportune to establish and all the operations that the North Ameri- 
can trust companies carry on." The powers granted are very wide, in- 
cluding some of a speculative nature, in addition to the more conserva- 
tive powers of the trust company as we know it. 

Japan entered into the field in 1902 by the establishment under Gov- 
ernment auspices, after an ofiicial investigation of the trust companies of 
th^ United States, of The Industrial Bank of Japan, Ltd. (Nippon Kogyo 
Ginko). It had an authorized capital of 10,000,000 yen, which was in- 
creased to 17,500,000 yen in 1906, and of this at last advices 13,750,000 
yen were paid up. The company is fostered by the Japanese Govern- 
ment, which guarantees dividends of 5 per cent, for the first five years. 
Some of the shares have been placed in England and in the United States, 
. and the stock sells at a good premium. In its first year the company 
successfully floated in London an issue of 50,000,000 yen of national 
bonds, a task entrusted to it by the Government. The powers of the com- 
pany have been considerably enlarged since its organization, and it now 
advertises its lines of business as follows: 

1. Loans on the security of national or local loan bonds, or deben- 
tures and shares of companies. 

2. Subscriptions for or taking over by transference, national or local 
loan bonds, or the debentures of companies. 
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S, General deposit and safe deposit business. 

4. Business of a trust company. 

5. Discounts of bills on security of national or local loan bonds^ or 
debentures and shares of companies. 

6. Loans on mortgage of railway^ factory and mine. 

7. Banking and attendant business in foreign countries. 

The by-laws of the company define its trust business as follows: 
^'Article 39* The trust business to be undertaken by this bank shall be in 
general as follows: 

1. To be intrusted with the administration^ settlement^ etc.^ concerning 
fnoney^ securities^ movable and inmiovable properties and other prop- 
erties. 

2. To deal in matters relating to public loans^ and the loans and 
«hares of companies; such as issuing bonds or debentures^ paying prin- 
cipal^ interest, profit, etc. 

3. To deal in matters relating to mortgaging debentures or to giving 
guarantees on behalf of debtors." 

England and Scotland. 

Notwithstanding the fact that since the year 1886 repeated efforts 
have been- made to establish the idea of the corporate trustee in Great 
Britain, the progress of the movement has been exceedingly slow. Two 
very formidable obstacles arc yet to be overcome — ^the excessive conserva- 
tism of the people, which results in a decided lack of interest in the 
movement, and numerous legal restrictions which confine corporate un- 
dertakings of this kind within very narrow limits. Yet the shortcomings 
of the individual acting in fiduciary capacities are quite generally appre- 
X!iated, and a number of plans designed to remedy the conditions have 
been, proposed in Parliament. One of these was the Judicial Trustee9 
Act of 1896, which after over ten years has failed to interest the public 
-and does not solve the problem. On January 1, 1908, however, The Pub- 
lic Trustee Office, authorized by The Public Trustee Act of 1907, began 
business in London, and is meeting with success. 

On the whole, the trust company movement in Great Britain is mak- 
ing progress, at least eight corporations being at present engaged 
in trying to build up this kind of business. Of these the earliest was 
The Public Trustee, Limited, of Edinburg, which was established in 1886. 
This company is strictly limited to the undertaking of trusts. In 1887 was 
•established the Trustees, Executors and Securities Insurance Corporation, 
Ltd., and in 1888 the Law Guarantee and Trust Society, Ltd., both located 
in London. The latter has some eight or ten branches scattered over Eng- 
land and Scotland, maintains a trust department, writes fidelity insurance 
and guarantees the payment of debentures and mortgages. 

The insurance companies have begun to give their attention to the 
possibilities of the trust business, the Ocean Accident and Guarantee Cor- 
poration of London having taken on trust powers in the early nineties, 
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while more recently the Royal Exchange Assurance Company of Liver- 
pool^ the Commercial Union Assurance Company of London^ and some 
others^ have entered the field. There is evidence^ too, that the banks 
may undertake the transaction of formal trust business. The Union of 
London and Smith's having already done so. 

European Countries. 

The trust company idea cannot be said to have gained a foothold as 
yet in any company in continental Europe. The nearest approach to it 
is in Germany, where there are some companies of very recent origin 
which undertake certain trust company functions with regard to the 
handling of corporations.' These have been organised by several of the 
large banking interests as auxiliary institutions. The first, and for some 
time the only one of these. The Deutsche Treuhand Gesellschaft of Ber- 
lin, was organized in 1890 by the Deutsche Bank and the banking-house 
of Jacob Stern at Frankfort-on-Main. Its business consists chiefly of 
corporate trust work— the formation and reorganization of joint-stock 
companies, dealing in their shares, acting as agent for the redemption 
of dividend warrants, transfer agents, etc. 

The mortgage banks of Germany and Austria, the Credit Fonder,. 
Credit Lyonnais and other companies in France, and similar institutions 
in some other European countries, perform functions analogous to the 
lending and savings banking operations of the American trust company ,^^ 
but these are not peculiarly trust functions, and the institutions named do 
not partake of the distinctive features of the trust company. 



96 See Proceedings Trust Company Section. A. B. A. 1896-1908, pp. 243-253, ar> 
tide by Charles F. Phillips on "The Business in Foreign Countries Analogous to> 
That of Trust Companies in the United States." 



Digitized by 



Google 



BIBLIOOBAPHT. 



BOOKS AND PAMPHLETS RELATING DIRECTLY TO TRUST 

COMPANIES. 

Comparative Statements of Trust Companies in the State of New 
York, 1894rl904. New York: George W. Young & Co., 1905. pp 81. 
Digest of Laws Relating to Trust Companies of the United States. 
New York: George W. Young & Co., 1905. pp 98. 

A classified digest of State laws relating to trust companies. 
Modern Trust Company, The. F. B. Kirkbride and J. E. Sterrett» 
New York: The MacMillan Co., 1905. pp 309. , 
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This was the first published pamphlet on the subject^ and has not 

been excelled for a clear statement of the functions and advantages 

of the trust company^ and of the differences between banks and tmat 

companies. 

The Circulars Published by Various Trust Companies furnish a good 

source of general information regarding the fimctions they exercise 

and the advantages they offer. 

PROCEEDINGS, REPORTS AND PERIODICALS. 

Bankers Magazine, The. New York. Published monthly. $5.00 a year. 
Has a Trust Company Department, and contains numerous notes 
and articles regarding trust companies. Publishes annually the pro- 
ceedings of the Trust Company Section of The American Bankers 
Association. For an historical study of the subject, the files of this 
magazine, which run back to 1846, are valuable. 
Banking Law Journal, The. New York. Published monthly. $4.00 
a year. 

Has a Savings and Trust Department, gives legal decisions affect- 
ing banks and trust companies, with discussions of same. 
Banking Periodicals. In addition to those named here, most banking 

periodicals contain occasional articles relating to trust companies. 
Bulletin op the American Institute op Banking. New York. Pub- 
lished monthly. $2.00 a year. 

Frequently contains articles on trust companies. 
Commercial and Financial Chronicle, The. New York. Published 
weekly. $10.00 a year. 

Contains occasional articles on trust companies, and weekly gives 
news items regarding same. Publishes annually the proceedings of 
The Trust Company Section of The American Bankers' Association. 
Good for statistics of New York trust companies. 
Comptroller op the Currency, Beports op the. Washington. Pub- 
lished annually. 

Beginning with 1 875, these reports contain statistics of "Loan and 
Trust Companies", and frequently contain general information and 
discussions regarding same. Each report gives a resume of the 
statistics for the previous years. 
JFoRMs Compiled Under the Supervision op the Trust Company 
Section op the American Bankers Association. New York: Pub- 
lished by the Association, 1903. pp 30. 

Contains about forty forms for the use of trust companies. The 
selections were good, but some of the forms have since been ma- 
terially improved upon. The Section now keeps at its office (5 
Nassau St., New York), a collection of forms contributed by its 
members. 
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Law Society, The: Proceedings Twenty-Ninth Provincial Meeting, 
1908. London, England. 

Contains, pp 284 to 264, a paper on Trustee Companies by 
Robert C. Nesbitt. Describes the trustee companies of Australia 
and the Public Trust Office of New Zealand, and discusses somewhat 
analogous institutions in England. 

New Zealand Official Year Book, 1898. Pages 454-462 contain a 
discussion of the Public Trust Office, with statistics. 

New Zealand, Statistics of the Colony of, 1908. Gives statistics of 
the Public Trust Office, 1886-1904. 

Printed Forms. Published by The Savings Bank Section of The Ameri- 
can Bankers' Association. New York, 1906. 

A book of forms used by savings banks, taken from samples sub- 
mitted and used by members. Contains about 600 forms, arranged 
under the following headings: — Deposits, Withdrawals, Signature 
and Index Cards, Bond and Mortgage Loans, Depositor's Ledgers, 
Loans, Miscellaneous Notices and Advices, Passbooks. 

Safe Deposit Companies, The Legal Rights and Duties of. A 
pamphlet containing the reports of special committees of 1904 and 
1905 of The Trust Company Section of The American Bankers 
Association. Published by the Association, New York, 1905. Be- 
sides discussion of the matters indicated by its title, the work 
includes practical suggestions as to rules and other matters, and 
some thirty forms. 

Savings Bank Section of the American Bankers Association, Pro- 
ceedings OF THE. Published annually by the Association, New York. 
Contain much that is useful for the savings departments of trust 
companies. 

State Bankers' Associations, Proceedings of. These often contain 
papers regarding trust companies. They are usually published in 
local banking periodicals. 

State Banking Departments, Reports of. In States which are strong 
in trust companies, these reports often contain instructive matter, in 
addition to statistics. Those of New York are especially useful. See 
also those of Massachusetts and Pennsylvania. 

Trust Companies. New York. Published monthly. $3.00 a year. 

A magazine published monthly since March, 1904, devoted ex- 
clusively to trust company matters. Contains leading articles on 
various subjects of interest to trust companies, with news items. 
There are many valuable articles in its files. 

Trust Company Section of the American Bankers' Association, Pro- 
ceedings OF the. Published annually since 1896 by the Association, 
New York. 

Contains the valuable papers and addresses delivered at the meet- 
ings, with stenographic reports of the discussions, lists of officers 
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and nierabers. The proceedings for the years 1896-1903, inclusive,, 
have been published under one cover. 

Trust Company Section, Pennsylvania Bankers' Association, Pro- 
ceedings OF THE. 

These are included in the Proceedings of the annual meetings of 
The Pennsylvania Bankers' Association since 1901. 

ARTICLES IN PERIODICALS. 

(NOTE.— -with a few exceptions, this list does not Include articles In the peri- 
odicals named in the precedlnsr list, for which their indexes should be consulted. 
An exception is made of the Bulletin of The American Institute of Banking [re- 
ferred to below as Bulletin], because it does not publish an index.) 

Advantages of Trust Companies^ The. W. C. Miller. Bulletin^ Oct. 
15, 1905, p 550. 

Australian Trust Companies. C. E. Cowdery. Trust Companies, Vol. 
II, p 676. 

Banks, The, and the Trust Companies. The Nation, Vol. LXXIV^ 
pp S62-3, May 8, 1902; Vol. LXXXII, p 1S2, Feb. 15, 1906. 
(Editorials.) 

Bonds as Investment Securities. Annals of The American Academy 
of Political and Social Science, Vol. XXX, pp 193-427. 

A group of papers under the following headings: — The Proper 
Basis for Bond Accounts When Held for Investment, by Charles 
£. Sprague ; The Valuation of Bonds on an Income Basis, by Charles 
E. Sprague; Bond Redemption and Sinking Funds, by C. M. Keys;. 
The Value of a Bond Department to a Bank or Trust Company, by 
George B. Caldwell; Tables of Bond Values — Theory and Use, by 
Montgomery Rollins; Essential Recitals in the Various Kinds of 
Bonds, by Andrew Squire; Organization and Management of a Bond 
House, by William Foley; Bond Salesmanship, by William Foley; 
Selling American Bonds in Europe, by Charles F. Speare; Methods 
of Accounting and Auditing in a Bond House, by Charles S. Ludlam; 
Bonds as Additional Banking Reserve, by William C. Comwell; 
Railroad Bonds as an Investment Security, by Floyd W. Mundy; 
Electric Interurban Railway Bonds as Investments, by Edgar Van 
Deusen; Real Estate Bonds as an Investment Security, by George 
A. Hurd; Industrial Bonds as an Investment, by Lyman Spitzer; 
The Physical Condition of a Municipality Issuing Bonds, by Harry 
E. Weil; Municipal Bond Issues Explained, by Harry E. Weil; 
Protection of Municipal Bonds, by Park Terrell; Classification and 
Description of Bonds, by F. A. Cleveland; Bonds in Their Relation 
to Corporation Finance, by F. A. Cleveland. 

Control and Supervision of Trust Companies, The. Frederick D. 
Kilburn. Annals of the American Academy of Political and Social' 
Science, Vol. XXIV, pp 27-42. July, 1904. 
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Definition and History of Trust Companies^ The. Clay Herrick. 
Banking Law Journal, Vol. XX, p 329. (May, 190S.) Same 
article, Bulletin, July 1, 1903, p 8. 

Details of a Trust Company's Business, A Few. Walter P. McComas. 

Bulletin, May 15, 1903, p 8. 
Federal Supervision of Trust Companies. David R. Carson. Bulletin, 

Sept. 15, 1905, p 42*. 

Government Control of Banks and Trust Companies. William Bar- 
rett Ridgely. Annals of the American Academy of Political and 
Social Science, Vol. XXIV, pp 15-26. July, 1904. 

•Growth op Trust Companies. Alfred M. Barrett. Bulletin, January, 
1906, p 25. 

•Growth of Trust Companies. Charles A. Conant. American Review 
of Reviews, Vol. XXVI, p 574. November, 1902. (Reprinted in 
Conant's "Wall Street and The Country.") 

'Growth^ Remarkable, of American Banks and Trust Companies. 
S. S. Pratt. Independent, Vol. LIX, pp 1454-67. Dec. 21, 1905. 

How a Trust Company Makes Its Money. T. W. Lamont. Bulletin, 

May 15, 1905, p 1327. 
Illinois Trust Companies. W. E. Miller. Bulletin, Sept. 1, 1904, p. 

377. 
Joint Account, Legal Aspects of Payment to Survivor of. Thomas 

B. Paton. Proceedings Savings Bank Section of the American 

Bankers' Association, 1906. 

Xnickerbocker Trust Co. Suspension. See "UNLOCKING $47,000,- 
000." Harper's Weekly, Vol. Lll, pp 8-9, April 11, 1908. 

Legal Responsibilities of Trustees Under Corporation Bonds and 
Mortgages or Deeds of Trust. Robert Ludlow Fowler. American 
Law Review, Vol. XXIV, pp 703-726. 

Modern Trust Company, A. W. F. Mackay. Bulletin, Dec. 1, 1904, 
p 693. 

Nature and the Field of Trust Companies, The. World's Work, 

August, 1902, Vol. IV, pp 2463-5. 
PuBLic^s Stake in the Trust Companies, The. World's Work, June, 

1905, Vol. X, pp 6237-9. 

Public Trustee, The. Henry D. Lloyd. Current Literature, Vol. 
XXIX, pp 671-2. December. 1900. (Subdivision of article on 
Some New Zealand Experiments.) 

Public Trustee, The. E. K. Allen. Nineteenth Century, Vol. LXIII, 
pp 297-304. February, 1908. 

PiTBLic Trustee, Some Comments on the. William Schooling. Nine- 
teenth Century, Vol. LXIII, pp 465-475. March, 1908. 
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Belation of Trust Companiks to Banks, The. J. Barton Townsend* 
Bulletin, Sept 1, 1904, p 373. 

Relation of Trust Companiks to Industrial Combinations, as Illus- 
trated BY The United States Shipbuilding Co. L. Walter 
Sammis. Annals of the American Academy of Political and Social 
Science, Vol. XXIV, pp 239-270. July, 1904. 

Reserves of Trust Companies. Festus J. Wade. Bulletin, Oct. 15, 
1904, p 521. 

Safeguarding the Trust Companies. C. M. Keys. World's Work, 
February, 1908, Vol. XV, pp 9907-9912. 

Stock Transfers. James S. Carr. Bulletin, April 1, 1903, p 10. 

Supervision of Trust Companies. World's Work, November, 1904, VoL 

IX, pp 5457-8. 
Title Insurance. J. Smith Christy. Bulletin, June 1, 1905, p 23. 

Trust Accounts in Savings Banks. William Hanhart. Proceedings 
Savings Bank Section of the American Bankers' Association, 1903. 

Trust and Title Insurance Companies. Thomas Leaming, Lippin- 
•cott's Magazine, Vol. XLII, pp 886-893, December, 1888. (An 
early view.) 

Trust Companies. W. F. Mackay. Bulletin, Aug. 1, 1905, p 266, 

Trust Companies: Is There Danger in the System? A. D. Noyes. 

Political Science Quarterly, Vol. XVI, pp 248-261. June, 1901. 
Trust Companies. Chas. E. Willock. Bulletin, March 1, 1903, p 7. 

Trust Companies. Guy Morrison Walker. A pamphlet published by 
Moore, Baker & Co., Boston, 1903. Contains a discussion of the 
earning power of trust companies, and reasons for their growth. 

Trust Companies and the Clearing House. Horace Wliite. The 
Nation, Feb. 12, 1903, Vol. LXXVI, p 126. 

Trust Companies and the Panic. William Justus Boies. American 
Review of Reviews, December, 1907, Vol. XXXVI, pp 680-83. 

Trust Comp\nies and Reserves. A. S. Frissell. Annals of the Ameri- 
can Academy of Political and Social Science, Vol. XXXI, p 463. 

Trust Companies and Their Functions. Samuel M. Hahn. Bulletin,, 
July 1, 1902, p 10; July, 15, 1902, p 11. 

Trust Companies: Their Organization, Growth and Management. 
Clav Herrick. Bankers Magazine, 1904-1907, inch Vols. LXVIII- 
LXXV. 

Trust Company Association of the State of New York, The. The 
Banking Law Journal, Vol. XXI, pp 419-20. 

Trust Company, The. Arthur H. Cooley. Bulletin, Feb. 15, 1903, p 9. 

Trust Company, The. Charles W. Stevenson. The Bankers' Monthly,, 
July, August, September and October, 1903, Vol. XXV. 
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Trust Company of To-Day, The. Virgil M. Harris. The Banking Law 
Journal, February, 1905, Vol. XXII, pp 97-101. 

Teust Estate Management. John W. Marshall. Bulletin, January,. 
1909, p 51. 

Trust Estates. H. B. Loud, Bulletin, October, 1906, p 1018. 

Working Force op a Trust Company, The, Albert S. Abbott. Bul- 
letin, Jan. 1, 1905, p 823. 

Working Force of a Trust Company, The. Geo. D. Sears. Bulletin^ 
Dec. 15, 1904, p 766. 

BANKING, TECHNICAL AND GENERAL. 

(Most trust companies do either a savings or commercial bankinfir businesSp or 
both, and a thorough understandingr of trust companies involves an understand- 
insr of the principles and practices of banking and of financial matters in general. 
In these fields the number of books is quite large, and only a few are included 
here.) 

A. B. C. OF Banks and Banking^ The. George M. Coffin. New Yorki 
S. A. Nelson, 1903. pp IB6. 

Explains banking theory and practice in a simple way. 
A. B. C. OF Stock Speculation, Tuis. New York: S. A. Nelson, 1903. 
pp 232. 

Useful for an understanding of current methods of dealing in 
stocks. 
A. B. C. OF Wall Street. The. Edited by S. A. Nelson. New York: 
S. A. Nelson, 1900. pp l64. 

Explains methods of trading, and gives general information as 
indicated by title. Includes a dictionary of Wall Street terms. 
Accountancy op Investment, The. Charles Ezra Spragae. New 
York, 1904. pp 93. 

Includes a treatise on compound interest, annuities, amortization 
and the valuation of securities. Discusses theory of accounts, their 
form and application to different kinds of investments. 
American Law Relating to Income and Principal, The. Edwin A. 
Howes, Jr. Boston, 1905. pp 104. 

Discusses the legal rules for the guidance of trustees in separating 
funds derived from investments into income and principal. 
Bank Systems. Boston: Library Bureau, 1901. pp 40. 

Practical accounting systems for trust companies and other banks. 
Care of Estates, The. Frederick Trevor Hill. New York, 1901. pp 
176. 

Practical questions regarding the rights, duties and liabilities of 
fiduciaries. 

Ct^earing Houses: Their History, Methods and Administration. 
James G. Cannon. New York: D. Appleton & Co., 1900. pp 888. 
A standard work on the subject. 
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Corporation Finance. Thomas L. Greene. New York. 

A study of the principles and methods of management of the 
finances of corporations in the United States, with special reference 
to the valnation of corporation securities. 
Foreign Fxchange. New York: The Financier Co., 1902. pp 184. 

Reprint of a series of articles treating the subject in an element- 
ary way. 
Funds and Their Uses. F. A. Cleveland. New York: D. Appleton & 
Co., 1902. pp 297. 

Describes the methods, instruments and institutions employed in 
modern financial transactions. Illustrated. 
History of Banking in the United States, A. John J. Knox. New 
York: The Bankers' Publishing Co., 1908. pp 902. 

Gives the history of banking in the United States, with sketches 
of banking in each of the States. Makes some mention of trust 
• companies. 
History of Savings Banks in the United States. Emerson W. Keyes. 
New York: Bradford Rhodes Si Co., 1876. Vol. I, pp 4S8. 
Considers the subject in a general way and by States. 
International Exchange. Anthony W. MargrafF. Chicago, 1904. 
pp SOO. 

A practical work on the foreign banking department and its 
administration by American bankers. 
Laws of the States, The, relating to trust companies. 

In many States the banking laws, including those relating to trust 
companies, are printed in separate pamphlets. They may be obtained 
from the State banking department, if any, or from the Secretary 
of State. 
Methods and Machinery of Practical Banking. Claudius B. Patten. 
New York: Bankers' Publishing Co., ninth edition, 1901. pp 520. 
Originally published in 1891 and revised to date. Treats in a 
very interesting and instructive way of the practical details of the 
business, with illustrations. 
Modern Bank, The. Amos Kidder Fiske. New York: D. Appleton & 
Co., 1905. pp 848. 

Discusses principles and details of work, with forms and explana- 
tions. Has a brief chapter (No. 28) on State banks and trust 
companies. 
Modern Banking Methods. Albert R. Barrett. New York: The 
Bankers' Publishing Co., 1902. pp 320. 

Treats in detail of the various departments of National banks, 
methods of working, bookkeeping, etc., with numerous forms and 
illustrations. 
Modern Business Corporations. William Allen Wood. Indianapolis: 
The Bobbs-Merrill Co., 1906. 
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Defines corporations^ explains their legal status^ formation and 
organization^ officers, capital stock and bonds, accounting, forms 
used. With a bibliography on corporations. 
Money and Banking. Horace White. Boston: Ginn & Co., 1902. pp 
467. 

Treats of the theory and principles of money and of banking, 
with historical sketches and descriptions of American banking insti- 
tutions, and of foreign banking systems. 
Money and Investments. Montgomery Rollins. Boston: Dana Estes 
& Co., 1907. pp 436. 

An encyclopedic dictionary of financial terms. 
National Bank Act, The. Washington: Government Printing Office. 
Contains the laws relating to National banks. Chapter IX gives 
the laws governing trust companies in the District of Columbia. 
Newest England. Henry D. Lloyd. New York, 1900. 

Under Chapter II, pp 12-30, is given a description of the Public 
Trustee of New Zealand. 
Puactical Banking. Albert S. Bolles. New York, 1892. Eighth 
edition. 

Besides discussion of banking principles and methods, gives a 
brief sketch of loan and trust companies, pp 281-289. 
Practical Problems in Bankin(4 and Currency. Edited by Walter 
Henry Hull. New York: The MacMillan Co., 1907. pp 596. 

Under the Trust Company Section, pp 457-585, are included re- 
prints of a number of the papers read at the meetings of The Trust 
Company Section of The American Bankers' Association and 
elsewhere. 
Principles and Practice of Finance. Edward Carroll, Jr. 

A practical guide for bankers and others. Summary of State and 
National banking laws, legal rates of interest, glossary of commer- 
cial and financial terms. 
Principles op Banking, The. Charles A. Conant. New York: Harper 
and Bros,, 1908. pp 488. 

This is the second part of the author's work on The Principles of 
Money and Banking. Discusses the theory and history of banking, 
currency, reserves, evolution of commercial banking, crises. 
Savings and Savings Institutions. James Henry Hamilton. New 
York: The MacMillan Co., 1902. pp 428. 

Explains the theory, benefits and educational aspects of savings. 

Discusses different kinds of savings institutions, including postal 

savings banks. With a bibliography. 

State Banking in the United States Since the Passage of the 

National Bank Act. George E. Barnett. Baltimore: The Johns 

Hopkins Press, 1902. pp 117. 

30 
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One of the Johns Hopkins University Studies. Treats the sub- 
ject from the economic standpoint. 
Theory and History of Banking, The. Charles F. Dunbar. New 
York: G. P. Putnam's Sons, 1891. Revised edition, 1904. 

Explains the theory of banking operations, and sketches the prin- 
cipal foreign banks and the National banks of the United States. 
Trust Finance. Edward S. Meade. New York: D. Appleton & Co., 
1907. pp 387. 

A study of the genesis, organization and management of industrial 

corporations. Origin, methods, promotion, sale of stock, U. S. Steel 

Corporation, capitalization, suggestions for reform and legislation. 

Trustee's Handbook, A. Augustus Peabody Loring. Boston, 1900. 

pp 191. 

States the rules governing the management of trust estates and 
the relationship between trustees and beneficiaries. 
Wall Street and the Country. Charles A. Conant New York: G. P. 
Putnam's Sons, 1904. pp 247. 

Chapter VI, pp 205-2S5, The Growth of Trust Companies. 
Work of Wall Street, The. Sereno S. Pratt. New York: D. Apple- 
ton & Co., 1903. pp 286. 

Explains the subject in theory and practical detail with clearness 
and interest. Specially valuable for an understanding of financial 
methods.. 
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(References are to pages. See also Index of Forms) 

PAGE 

Accountings system of 1 72, 395 

Accounts, opening of 250, 340 

Administrator, definition of, 37; duties of, 438; power to act 

as 79 

Advantages of trust companies 32, 45 

Advertising, chapter XIII 379 

Advertising campaign, 382; copy, preparation of, 392; for 
trust business, 390; manager, 170; mediums of, 384; 

reasons for 379 

Agency houses in India 4, 444 

Agent for corporations, business as 41 

Alabama, 28; trust company laws of 90 

American Institute of Banking, The 404 

Arizona, 28 ; trust company laws of 91 

Arkansas, 28 ; trust company laws of 91 

Assignee, duties of, 40 ; fees as 407 

Attorney of company 171 

Audits (see Chapter XIV), 395; purpose of, 396; auditing 

department, 399; duties of auditor 1 71 

Australian trustee companies 444 

Babcock, Philip S., quoted 419 

Baltimore 12 

Bangs, Francis S 3 

Bank of England 15 

Bankers Magdzine, quoted 7, 9, H, 12, 13, 14, 15, 31, 32 

Bankers Monthly, quoted 32 

Banking by mail 410 

Banking department, forms and records for. Chapter IX. . . 249 

Banking powers of trust companies 81 

Banks and trust companies, comparative growth of, 19; com- 
parison of, 47 ; competition between 14 

Barnett, George E., quoted 1 6 

Bibliography : 457 

Bills discounted 317 

Board of directors or trustees 59, 66, 75, 387 

Bond issues, duties and liabilities as trustee under 428 

Bond trusts, forms for, 209; requisites in accepting 433 

Bookkeepers, duties of l67, l69 

Boston 9, 1 1, 12 

Boston ledger, 267; for general accounts 289 

Boston Safe Deposit and Trust Company 11 
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PAGB 

Bowdoin, Henry J., quoted. . 419^ 425 

Bradstreet's, quoted 22, 23 

Branch banking 409 

Brooklyn (N. Y.) Trust Company 11, IS 

Buenos Ayres, trust companies in 454 

Buildings and ojffices 410, 411 

By-laws 58 

California, 20, 28; trust company laws of 92 

California Safe Deposit and Trust Company 24 

Camden Safe Deposit and Trust Company 11 

Capital stock 75, 84 

Canadian trust companies 451 

Cape Colony, Trustee and Executor companies in 444 

Card records I74, 200, 250, 351 

Cator, George, quoted 2, 6, 8, 10, 14, 15 

Certificates of deposit 330 

Certified checks 332 

Charter, special 68, 72 

Checks, forms of, 258 ; voucher t 255 

Chicago 12, 17 

Chicago Fidelity Safe Depository 12 

Chicago Loan & Trust Company 8 

Chicago Tribune 17 

Chief clerk, duties of I66 

Cincinnati, 12 ; Cincinnati ledger 271 

Cities, number and resources of trust companies in the larger. 29? 30 

Civil War, 8; organization of trust companies after 10, 30, 31 

Clearance clerks, duties of. . . . '. 167 

Clearing checks 324 

Collections 325 

Colorado, 28 ; trust company laws of 93 

Commercial and Financial Chronicle, quoted 13, 14 

Comparative growth of banks and trust companies 19 

Comptroller of the Currency, quoted, 9, 13, 14, 17, 19, 20; 

reports of 16 

Connecticut 11, 14, 17, 28 

Connecticut, Bank Commissioners of, 14; trust company laws 

of ' 95 

Connecticut Trust & Safe Deposit Company, Hartford 11 

Conservator, duties of 441 

Corporations division of trust department, The 83, 185, 199 

Coupon clerk, I68; ledger and record, 189; record 215 

Coupons, handling of, 218; payment of 436 

Cremation of securities 211 

Customers, forms for the use of, 250, 344; treatment of. . . . 389 

Cuba, trust companies in 453 
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PAGE • 

Daily statement 286 

Delaware, 28 ; trust company laws of 96 

Departments of trust companies 33 

Depositary under reorganization plans, duties as 437 

Deposit with state 85 

Deposits of banks and of trust companies, table showing, 20 ; 

chart 21 

Deputy, safe deposit, appointment of 236 

Development of trust companies 15 

Directors, selection of, 66; number required, 75; as sources 

of business 388 

Discount powers 82 

District of Columbia, 28 ; trust company laws of 97 

Duties of trust companies acting in various capacities. Chap- 
ter XVI 413 

Double liability of stockholders 85 

Earning power of trust companies, sources of 52 

Employees, qualifications of, 402; duties of the various. 

Chapter VI, 162; selection and treatment of 400, 403 

England and Scotland, trust companies in 455 

Escrows 437 

Estates division of the trust department 185, 190, 220 

Europe 31 

European countries, trust companies in 456 

Examinations, legal requirements for, 88; discussion of, 395; 

various kinds 397 

Examining committee 61 

Executive committee 60 

Executor, definition of, 37; duties of, 438; power to act as. . 79 

Expense records 334 

Express packages, record of 218 

Failures of various classes of financial institutions 22 

Farmers' Fire Insurance & Loan Company 2, 3, 4 

Farmers' Loan & Trust Company * 3, 6, 9 

Fees, problem of determining, 405; as executor, adminis- 
trator, guardian, 406; as assignee and receiver, 407; as 
trustee under bond issues, 407; as transfer agent, 408; 

for care of estates, 407; ledger for : 218 

Fidelity insurance 44, 81 

Fidelity Trust Company, Philadelphia 11 

Financing and reorganiztion of corporations 43 

Florida, 28 ; trust company laws of 98 

Foreign countries, trust companies in. Chapter XVII 444 

Foreign exchange 4-08 

Formative period, trust companies still in 53 

Free Banking Law in New York 7 
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PAGE 

Freedman's Savings & Trust Company 12 

Functions of trust companies^ 1 ; Chapter II SS 

G&ge, Lyman J 8 

General books, 288; general bookkeeper 167 

General statutes relating to trust companies 16 

Georgia, 10, 28 ; trust company laws of 98 

Girard Life Insurance, Annuity & Trust Company 5 

Girard Trust Company 6 

Greene, Charles A., quoted 419 

Greene, Frank •. 23 

Greene, Thomas L., quoted 435 

Growth of trust companies, 16; charts showing, 18 ; causes of. 31 

Guarantee & Investment Association, Chicago 12 

Guardian, duties of, 441 ; power to act as 79 

Hartford 12 

Hartford Trust Company 11 

Hawaii, 28 ; trust companies in, 453 ; trust company laws of. 99 
History of the trust company movement in the United States, 

Chapter I , 1 

Idaho, 28 ; trust company laws of 100 

Illinois, 10, 16, 28; early trust companies in, 8; trust com- 
pany laws of 102 

Illinois Trust & Savings Bank, Chicago 11 

Incorporation of trust companies, 55; in various states, (see 

Chapter V) 90 

Increasing business, methods of. Chapter XIII 379 

Indian Territory 28 

Indiana, 28 ; trust company laws of 103 

Individual books 265 

Individual deposits, growth of, 19; chart showing 21 

Individual trusts, nature and variety of 34 

Industrial Bank of Japan 454 

Insolvency business 40 

Interest on checking accounts 276 

Investment of trust funds 442 

Investment business, 38 ; records 220, 321 

Iowa, 10, 28; trust company laws of 104 

Jackson, President 8 

Japan, trust companies in 454 

Joint tenants of safe deposit box 237 

Jones, Breckenridge 12, 48 

Journals, individual, 270; general, 284; savings, 348; trust. 182, 190, 197 

Judah, Noble B 427 

Kansas^ 20, 28 ; trust company laws of 105 

Kentucky, 20, 28 ; trust company laws of 106 

Kentucky Trust Company 7 
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PAGE 

King, Wlw/1 v., quoted 427 

Knickerbocker Trust Company, New York 24 

Knox, John J., Comptroller, quoted IS 

Labor saving devices 249, 408 

Laws of the various states relating to trust companies. 

Chapter V 90 

Lawyers and trust companies 52, 892 

Ledgers for general accounts, 284; for individual accounts, 

267; for savings accounts, 850; for trust accounts 184, 198 

Legislation, trust company. Chapter IV. * 74 

Letters of remittance, etc 826 

Liabilities of trust companies acting in various capacities. . . 418 

Life insurance companies 9, 10 

Life insurance trusts 86 

Lincoln, President 8 

Loan clerk, duties of, l65 ; loan department 292 

Loans, restrictions regarding 86 

Loose-leaf books ; 178, 190 

Louisiana, 28 ; trust company laws of 107 

Mail, banking by 410 

Maine, 28 ; trust company laws of 109 

Managers bond, safe deposit and real estate departments. . . 170 

Maryland, 10^ 28; trust company laws of Ill 

Massachusetts, 11, 17^ 28; trust company laws of Ill 

Massachusetts Trust Co., Boston 11 

Merchants' Loan & Trust Company, Chicago 8 

Mexico, trust companies in. 458 

Michigan, 28; trust company laws of , 115 

Minnesota, 28 ; trust company laws of 116 

Miscellaneous functions of trust companies 51 

Mississippi, 28; trust company laws of 117 

Missouri, 15, 28 ; trust company laws of 1 19 

Montana, 28 ; trust company laws of 120 

Morris, C. F., quoted 4l6 

Mortgage deed, form of 809 

Mortgage loans 808 

National banks, 16, 24; growth of deposits, 19, 20, 21 ; num- 
ber in 1 875, 1 7 ; suspensions of 22, 28 

National Park Bank, New York • 12 

National Trust Company, New York 11, 18 

Nebraska, 2&; trust company laws of 122 

Nevada, 28 ; trust company laws of 122 

New accounts clerk l67 

New England States 10 

New England Trust Company, Boston 11 

New Hampshire, 28; trust company laws of 122 
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New Jersey, 10, 28; trust company laws of \ ^ 123 

New Mexico, 28 ; trust company laws of * 126 

New York, 10, 11, 12, 13, 16, 17, 26, 28, 29, 65; Bank Sup- 
erintendent of, 13, 14, 15, 1 6, 24; early trust companies 
in, 2, 9 ; incorporation of trust companies in, 56 ; powers 
of trust companies in, 77 ; trust company failures in, 24 ; 

trust company laws of 128 

New York Guaranty & Indemnity Company 11 

New York Life Insurance & Trust Company 4, 6, 9, 10 

New York Mercantile & Trust Company 11 

New Zealand Public Trust Office 449 

North American Trust & Banking Company, New York 7 

North Carolina, 28 ; trust company laws of 133 

North Dakota, 28 ; trust company laws of 134 

Northern Trust Company, Philadelphia 11 

Number of trust companies, 16, 17, 18, 19; in various states, 

28 ; in various cities 29 

Officers and employees 6l 

Officers, duties of the various 162 

Offices and buildings 410, 389 

Official checks 327 

Ohio, 20, 28 ; trust company laws of 136 

Ohio Life Insurance & Trust Company, Cincinnati 7 

Oklahoma, 28 ; trust company laws of 138 

Old Colony Trust Company, Boston, stock transfer rules of. 422 

Opening accounts 250, 340 

Oregon, 28; trust company laws of 141 

Organization of trust companies. Chapter III 54 

Panic of 1907 24 

Pass-books, commercial, 251 ; savings, 344 

Pennsylvania, 10, 11, 15, 1 6, 17, 28, 29; trust company laws 

of 142 

Pennsylvania Company for Insurance on Lives and Granting 

Annuities 4, 5, 6 

Perry, Ross, quoted , 417 

"Pet banks" 8 

Philadelphia, 9, 12, 13; first trust company in 4 

Porto Rico, trust companies in 453 

Powers of trust companies, 76 ; in New York 77 

Private banks, suspensions of 22, 23 

Probate business, 37; Probate claim docket, 227; Probate set- 
tlement docket 181 

Proceedings Trust Company Section, American Bankers' As- 
sociation (See Trust Company Section) 

Proofs, bookkeepers', 266 ; tellers' 260 

Provident Life & Trust Company, Philadelphia 10 



Digitized by 



Google 






N ^^.; GENERAL INDEX. 473 

V PAGE 

Rackcmih<in,. Felix, quoted 420, 425 

Real estateMusinees^ 40 ; trust company holdings of, 80 ; real 

estate mortgage loans, SOS; real estate department, 

Qhijite XI 356 

Real Estate Loan & Trust Company, Chicago 8 

Receiver, duties of 40 

Records, remarks concerning 172 

Registering trusts 175 

Registered mail and express, record of 218 

Registrar of stock, 42 ; duties and liabilities as 425 

Regulation of trust companies, statutory 83, 89 

Rents, record of 225 

Reorganization and financing 43 

Reports 88 

Reserves of trust companies 26, 27, 86 

Resources and liabilities of trust companies, 1875-1908 25, 26 

Rhode Island, 17, 28 ; trust company laws of 144 

Rhode Island Hospital Trust Company, Providence 10 

Rollins, Jordan J 41 6 

Safe deposit business, 45, 81, 170; department, Chapter 

VIII 234 

Safe deposit companies, early 11 

Safe Deposit Company, New York 11 

Safe Deposit & Trust Company, Baltimore 11 

Safe Deposit & Trust Company, Pittsburg 10 

Savings banks, 51 ; growth of deposits, 19, 20, 21 ; number in 

1830, 9; in 1875, 17; suspensions of, 22, 23; progress 

relative to that of trust companies 9 

Savings department, Chapter X 340 

Scotland and England, trust companies in 455 

Secretary and Treasurer, duties of l63 

Securities, records of 220, 321 

South Carolina, 28 ; trust company laws of 146 

South Dakota, 28 ; trust company laws of 146 

State banks, 24; growth of deposits, 19, 21 ; number in 1875, 

1 7 ; suspensions of 22, 23 

State regulation (see Chapter IV) 24 

Statement of accounts <.' 280 

States, statistics of trust companies in 28, 30 

Statistics of trust companies, 16-80; tables of 25, 26 

Stevenson, Charles W., quoted 32 

Stewart, John A 8 

Stock, duties and liabilities of registrar of, 425 ; of agent for 

transfers of, 413; rules for issue and transfer of 422 

Stock ledgers, 209 ; registers 206 

Stockholders 58, 388 
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Stone, Ralph, quoted •' j*^ ^ 

Stop payments on checks 282 

Storage department 244 

Sumner, Charles 12 

Sundry topics. Chapter XV 405 

Superiority of trust companies over individuals in trust ca- 
pacities 45 

Supervision of trust companies 14 

Supply department records, 337 ; clerk 166 

Surplus fund, accumulation of 84 

Surplus and undivided profits, growth of, 27, 28 ; chart show- 
ing 27 

Suspension of banks and trust companies 22-24 

Tellers, duties of, 167 ; records 260 

Tennessee, 28 ; trust company laws of 148 

Texas, 28 ; trust company laws of 149 

Ticklers 200, 201, 210, 220, 226 

Time and labor saving devices 249, 408 

Title insurance, 44, 81 ; department. Chapter XII, 369; pol- 
icy, conditions of 373 

Transfer agent, 42; duties as, 413; liabilities as, 415; meth- 
ods of safe-guarding, 421 ; transfer clerk l68, 203 

Transfer of stock, methods and forms used, 203 ; rules for . . 422 

Trial balance 277 

Trust, definition of S% 

Trust & Deposit Company of Onondaga, Syracuse 10 

"Trust Companies" magazine, quoted 24 

Trust companies in foreign countries. Chapter XVII 444 

"Trust Companies of the United States," quoted 10, 17, 19, 20, 28 

Trust Company Section of The American Bankers' Associa- 
tion 24, 32, 47, 74, 84, 175, 405, 414, 416, 421, 428, 436 

Trust department, work of, 168; forms and records for. 

Chapter VII, 1 72 ; methods of increasing the business of. 390 

Trust funds, 24; the investment of 442 

Trust oflScer, duties of l69 

Trustee under bond issues, duties and liabilities of 428 

Trustee, duties of, 41, 209, 440; various functions as, 34-37; 

power to act as 80 

Undivided profits and surplus 27, 28 

Union Trust Company, New York 10, 13 

Union Trust Company^ Providence 24 

United States Mortgage & Trust Company, New York 17 

United States Trust Company, New York 7, 9, 10 

Utah, 28 ; trust company laws of 151 

Vermont, 28 ; trust company laws of . . . . i 152 

Vierling, Frederick 423 
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Virginia, 28; trust company laws of ^.. . 154 

Voucher checks 255 

Vouchers, trust department 229 

Walker, Guy Morrison 53 

Warehouse Security Company, New York 18 

Washington, 28 ; trust company laws of 155* 

West Virginia, 28 ; trust company laws of 157 

Williams, Clark 24 

Wills, record of 282 

Wisconsin, 28 ; trust company laws of 159 

Withdrawals on savings accounts 848 

Women as employees 403 

Worcester Safe Deposit & Trust Company, Worcester, Mass . 1 1 

Working forcC; organization of. Chapter VI 162 

Wyoming, 28 ; trust company laws of l60 

Young Men's Christian Association 404 
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Advertising list, card for 284,285 

'A£Bdavit to loss of pass-book 251 

Application for draft 215 

Appointment of deputy (safe deposit) .... 90 

Authority to hypothecate securities ... 

Balance ledger 130 

Bond memorandum card 43 

Bond, mortgage 183 

Bond register 39-42 

Bonds, record of 57, 61 

Bonds, registered, record of \ 46, 47 

Bonds, requisition for 44 

Bpston ledger 128 

Boston ledger for general accounts 155-157 

Cash book, safe deposit 93 

Certificate of authority for joint control. . . 234 

Certificate of authority to draw funds 233 

Certificate of deposit 2l6 

Certificate of deposit record 219 

Certificate of deposit register 217, 218 

Certificate of deposit of pkge., safe deposit. 100 

Certified check 220 

Certified check, debit slip for 222 

Certified check ledger account 223, 224 

Certified check register 221 

Check 113 

Check, counter 1 15, 1 16 

Check, oflScial 212 

Check on savings account 239 

Check scratcher or journal 132 

Check, trust department 82 

Check-stub 113, 114 

Check, voucher 117-123 

Check and deposit journal 131, 134 

Claim docket. Probate 79 

Clearing House list 203 

Collateral line ledger 169-171 

Collateral loan envelope 1 74 

Collateral note 172 

Collateral register 175, 176 

Collection register 204, 205 

Collection report 209 
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302 
272 
212 
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240 
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344 
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333 
332 
244 
333 
SS5 
335 
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329 
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231 
254, 255 
257-259 
273, 274 
229 
322, 323 
298,299 
302 
300 
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325 
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Collection return slip 210 329 

Collection tickler 206 326 

Collection tracer 211 329 

Coupon enclosure form 50, 51 2l6, 217 

Coupon, interest 181, 182 307 

Coupon record 12, 48, 49 189, 215 

Credit slip 83, 159, l60 231, 291, 292 

Cremation certificate ... 211 

Daily report, banking department 162 293 

Daily report, safe deposit department. ... 105 247 

Daily stetement 152-154 286-288 

Debit slip 158,160 291-292 

Debit slip for certified check 222 335 

Demand loan ledger 164, 165 295 

Deposit slip 108, 109 251, 252 

Deposit slip, duplicate 112 254 

Deposit slip, savings 236 346 

Deposit scratcher or journal 133 273 

Deputy, appointment of, safe deposit 90 237 

Deputy-ship, safe deposit, form for revok- 
ing 91 238 

Discount register 194 317 

Discount tickler 195 318 

Draft, application for 215 331 

Draft, New York 213 330 

Draft register 214 330 

Employment application envelope 286 401 

Endorsement stamp, loan payment 187 313 

Expense voucher, petty l6l 292 

Expense voucher record 225, 226 336 

Express and registered mail record 53, 54 218 

Fee ledger 52 218 

General bookkeeper's proof 146 -^ 283 

General cash summary 126 265 

General journal 147-149 284, 285 

General ledger 150, 151 285, 286 

Identification card, safe deposit 89 236 

Income on investments, record of 202 321 

Index of inquirers (Real Estate Dept.) . . . 259 360 

Index of owners (Real Estate Dept.) 258 360 

Index of properties (Real Estate Dept.). . 254,255 358 

Index of securities held in trust. ...» 64 223 

Index of tenants 256, 257 359 

Individual bookkeeper's proof 127 266 

Individual journal 129, 131-134 271, 273, 274 

Individual ledger 135, 137, 138 274, 276, 277 



Digitized by 



Google 



478 INDEX TO FORMS. 

FIGURES PAGES 

Insurance record 74; 271 219, S66 

Insurance tickler 73 227 

Interest coupon, mortgage note 181, 182 307 

Interest notice 1 89, 190 314, 315 

Interest on loans, record of 6S 222 

Interest, sheet for figuring 191 315 

Interest statement 136 275 

Investment ledger 201 321 

Investments, record of income on 202 321 

Journal, general 147-149 284, 285 

Journal, individual 129, 131-134 271, 273-274 

Journal, loan l63 294 

Journal, Real Estate Dept 274 368 

Journal, savings 242-244 349, 350 

Journal, trust 7,8,13-15 {\^gj.\ll 

Journal and ledger, trust 22 197, 198 

Ledger, balance 130 272 

Ledger, Boston 128 268, 269 

Ledger, Boston, for general accounts 155-157 289, 290 

Ledger, coupon 12 189 

Ledger, fee 52 218 

Ledger, general 150, 151 285, 286 

Ledger, individual , 135, 137, 138 274, 276, 277 

Ledger, line 65,169-171 223,298 

196-198 299,318 

Ledger, loan 164-1681 

184,185] 

Ledger, safe deposit 94, 95 241 

Ledger, savings 245-249 351-353 

{187 188 
194-198 

Ledger and journal, trust 22 197, 198 

Line ledger, collateral 169-171 298, 299 

Line ledger, discount 196-198 318 

Line ledger of securities held in trust 65 223 

Loan application, mortgage 1 77, 1 78 304, 305 

Loan book 192 3l6 

Loan ledger 164-8, 184-5 295-297, 311 

Loan payment endorsement stamp 187 313 

Loan and income journal l63 294 

Lost pass-book, affidavit to 251 354 

Memorandum of new tenant 263 36S 

Memorandum of sale 260 361 

Mortgage bond .' 183 308 

Mortgage deed ... 309, 310 
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Mortgage ledger 184, 185 311 

Mortgage loan application 177,178 304,305 

Mortgage loan envelope 186 313 

Mortgage loans, record of 59, 62, 66, 67 221-224 

Mortgage note 179, 180 306 

Mortgage note interest coupon. ...^ 181, 182 307 

New York draft 213 330 

Note, collateral 172 300 

Note, common form 199 319 

Note, mortgage 179, 180 306 

Official check 212 329 

Owners of property, index of 258 360 

Package record 103 246 

Package, certificate of deposit of 100 244 

Pass-book 110,111 252,253 

Pass-book, savings 235 345 

Pass-book, affidavit to loss of 251 354 

Paying teller's proof 125 263, 264 

Pay-roll slip 227 338 

Permission to inspect property 262 36^ 

Power of attorney for transfer of stock 173 301 

Probate claim docket 79 229 

Probate settlement docket 6 182 

Proof, general bookkeeper's 146 283 

Proof, general cash 126 265 

Proof, individual bookkeeper's 127 266 

Proof, paying-teller's 125 263, 264 

Proof, receiving teller's 124 26l, 262 

Property, index of 254, 255 358 

Property, list of 269 S65 

Property listed, description of 253 357 

Real Estate Department journal 274 368 

Real estate loans, record of 59,62,66,67 221-224 

Real estate loan application 177, 178 304, 305 

Real estate record 68, 69 219, 225 

Receipt for bonds 45 214 

Receipt for certificate of storage 102 245 

Receipt for coupons 50 2l6 

Receipt for package left for storage 100 244 

Receipt for rent ^ 265 364 

Receipt for safe rent ' 88, 101 235, 245 

Receipt for savings book 250 354 

Receipt for stock certificate 30, 31 204 

Receipt for stock left for transfer 27, 28, 29 202, 203 

Receipt and identification card, safe deposit. 89 236 

Receiving teller's proof 124 261, 262 
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Register of trusts 1-5 175-181 

Registered mail and express record 53, 54 218 

Release from mortgage ... 312 

Remittance letter 207-209 326-328 

Removal memorandum 264 363 

Rent book 70, 71, 275 226, 368 

Rent notice 266,267 364,365 

Rent, receipt for 265 36i 

Rent record 72 227 

Rent roll-book 270 S65 

Rental, renewal and surrender book 104 246 

Rents collected, statement of 273 368 

Report, daily 105, 162 247, 293 

Report of sale 26l 362 

Report to Executive Committee 193 316 

Requisition for bonds 44 213 

Requisition for supplies or repairs 268 365 

Return slip 210 829 

Safe deposit department cash-book 93 240 

Safe deposit ledger 94, 95 241 

Safe deposit register 92 239 

Safe deposit tickler 96 242 

Safe register 97, 98 242, 243 

Safe rent, receipt for 88, 101 235, 245 

Sale agency contract 252 356 

Sale, memorandum of 260 361 

Sale, report of 26l 362 

Savings account^ check on 239 347 

Savings book, receipt for 250 354 

Savings deposit journal 243, 244 349, 350 

Savings deposit slip 236 346 

Savings ledger 245-248 351, 352 

Savings ledger trial balance 249 353 

Savings pass-book 235 345 

Savings withdrawal journal 242 349 

Savings withdrawal slip 237, 238 346, 347 

Securities, record of 56-62, 66, 67 219, 221-224 

Settlement docket, probate 6 182 

Signature card : 106-7, 230-2 250, 341, 342 

Statement, daily 152-154 286-288 

Statement of account 140-143 278-281 

Statement of borrower, form for 200 319, 320 

Statement of rents collected 273 368 

Statement to beneficiaries 84-86 232 

Stock ledger 35-38 207-209 

Stock, record of 58, 6l 221, 222 
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Stock transfer book or register . 82-34 205, 206 

Stop-payment memorandum 144, 145 282 

Substitution of collateral, form for l66 296 

Supplies, record of 228 338 

Tax book i 75-78 228 

Tax record 272 867 

Tenant, memorandum of new 263 363 

Tenants, index of 256, 257 359 

Tickler, collection 206 326 

Tickler, discount 195 318 

Tickler, insurance 73 227 

Tickler, safe deposit 96 242 

Tickler, time loan 1 88 313 

Tickler, trust department 23-26, 55 199-201, 220 

Time loan ledger l67, l68 296, 297 

Title, application for guaraiitee of 276 370 

Title insurance policy 277-282 871-377 

Title insurance policy register 283 378 

Tracer, collection 211 829 

Transfer of stock, power of attorney for. . 173 301 

Trial balance book 139 277 

Trust register 1-5 1 75-181 

Visitors' register, safe deposit 99 244 

Voucher check 1 17-123 257-259 

Voucher, petty expense 16 1 292 

Voucher, trust department 80, 81 229, 230 

Voucher record, expense 225, 226 S36 

Wills on file, record of 87 233 

Withdrawal, acknowledgment of notice of . . 241 ' 348 

Withdrawal journal, savings 242 849 

Withdrawal, notice of 240 347 

Withdrawal slip, savings 237, 238 346, 347 



Digitized by 



Google 



Digitized by 



Google 



Digitized by 



Google 



Digitized by 



Google 



Digitized by 



Google 



